Shes tee per Ppa tn oy 


ERIAL OIL LIMITED 


1990 Annual Report to Shareholders 


Fe San Rak TE 


te oe ~ + 


AR37 


Pennaen # 


COVER oo 


Every year oneal 


retailers, associates and 


‘yi employees present more : 
_ than 75,000 Medals of 


Achievement to young 


Canadian ey players. 


2) 
a 
13 
oo 
os 
OR. 
34. 


41 


oda 


~ CONTENTS - 


The company’s directors — 
Letter to shareholders 


Financial review —~ 


Review of operations 
Natural resources 
- Petroleum product 


ane hemicals 


| ae statements 


Notes to financial aeeoe OO ieg 


Supplemental information 


Shareholder information es 


LM PoE AR SA Oot ed MEM A Rl 


HIGHLIGHTS 


he company made excellent progress on its three priorities for 1990.. 
The merger with Texaco Canada was essentially completed. 
Debt was reduced significantly, improving the company’s financial strength. 
Major initiatives were launched to reduce costs and improve productivity. 


FINANCIAL HIGHLIGHTS 


Net earnings (millions of dollars) ° 
Cash provided from operating activities 
Capital and exploration expenditures .. 
Return on average capital employed (percent) 
Return on average shareholders’ equity 
Total debt as a percentage of capital 
Per-share information (dollars) 

Net earnings 

Cash provided from operating activities 


Dividends 


In response to the preferences of readers, this report expresses all oil and gas volumes in barrels and cubic feet. 


Petroleum-product volumes are expressed in litres. 


EARNINGS PER SHARE DEBT 
(dollars) (billions of dollars) 


H igher crude-oil Dari was reduced sub- 


prices improved earnings. stantially, mainly through 
the sale of more than 


$1 billion in assets. 
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NEW COMMITTEE FORMED TO OVERSEE 
ENVIRONMENT, HEALTH AND SAFETY 


he long-term strategic governance of the corporation in the interest of all of Imperial’s share- 
holders is the primary responsibility of the company’s 10 directors. The relatively small num- 
ber of board members facilitates a close working partnership and provides an effective forum 
for the resolution of a broad range of issues of concern to the company. 
Imperial elected its first three nonemployee directors in 1977, and each of these directors is still 
serving. The five nonemployee directors are chosen not only for their business and professional skills 
but for their regional diversity, which the company regards as essential for a corporation doing busi- 


ness from coast to coast in Canada. 


The importance that Imperial attaches to the well-being of the communities in which it operates is 
reflected in the structure of some of its committees. Its contributions committee meets regularly to 
oversee the company’s contributions program, and in 1990 a new committee was established to review 
the company’s performance in its care for the environment and the safety of its operations. 

The long-term commitment of Imperial’s directors to the corporation and its many stakeholders is 
reflected in the fact that, over the past 10 years, attendance at all meetings has averaged more than 


92 percent. 


COMMITTEES OF DIRECTORS 


AUDIT COMMITTEE 


J.B. Buchanan, chair 

The committee, composed of the five nonemployee 
directors and Mr. Peterson, reviews the company’s 
annual and quarterly financial statements, accounting 
practices and business and financial controls. The 
internal audit program and findings are reviewed with 
the committee. It also recommends to the directors the 
external auditors to be appointed by the shareholders at 
each annual meeting, reviews their audit work plan and 
approves their fees. The shareholders’ auditors, Price 
Waterhouse, attend and participate in all meetings. The 
committee met eight times in 1990. 


CONTRIBUTIONS COMMITTEE 


M. Kovitz, chair 
The committee, composed of the five nonemployee 
directors and Mr. Brenneman, examines policies and 
programs related to the contributions program and 

- recommends an annual budget for adoption by the 
directors. The company’s contributions program is 
aimed at enhancing the quality of Canadian life through 
support for education, health, welfare, community 
services, culture and sport. The committee met five 


times in 1990. 


ENVIRONMENT, HEALTH AND SAFETY COMMITTEE 
W.A. Macdonald, chair 


The committee, composed of the five nonemployee direc- 
tors and Mr. Haynes, reviews policies and programs on 
corporate environmental, health and safety matters. The 
committee also oversees the company’s performance in 
this area and monitors compliance with regulatory and 
corporate standards in the company’s operations. It also 
monitors trends and reviews current and emerging policy 


in these areas. The committee met three times in 1990. 


EXECUTIVE RESOURCES COMMITTEE 
P. Des Marais II, chair 


The committee, composed of the five nonemployee 
directors and Mr. Haynes, is responsible for decisions on 
the compensation of senior management above the level 
of vice-president and for reviewing the executive develop- 
ment system, including specific succession plans for senior 
management positions: It also reviews corporate policy on 


compensation. The committee met four times in 1990. 


NOMINATIONS COMMITTEE 
R.J. Currie, chair 


The committee, composed of the five nonemployee 
directors and Mr. Haynes, recommends to the directors 
the slate of director candidates to be proposed for election 
by the shareholders at the annual meeting. It also 
recommends criteria for the selection and tenure of 
directors, specific director candidates and the successor to 
the chief executive officer when vacancies are expected. 


The committee met once in 1990. 


STARE HOLDERS 


A YEAR OF ACHIEVEMENT 
MERGER BEHIND US, 


KEY GOALS REACHED 


Arden R. Haynes 


Chairman and chief executive officer 


oil and petroleum products while politi- 


home further weakened the general 


ing internal and external conditions. 


or Imperial, 1990 was a year of. 
significant accomplishment 
amid turmoil in our business 
environment and transition 
within our own organization. Events in 
the Persian Gulf following the invasion | 
of Kuwait by Iraq triggered extreme q 
price swings in the markets for crude ; 


cal and economic uncertainties at 


business climate. Higher crude-oil 
prices improved earnings in the up- ia 
stream sector of our business, but price os 4 
volatility — combined with the down- 
turn in the economy — put pressure on 
the downstream business. The situation 
demonstrated again how critical it is to 
maintain flexibility to meet ever-chang- 


Indeed, our demonstrated ability to 
respond to change is one of our 
strengths. In 1990 it allowed us to * y 
achieve three very important short- hs 
term objectives we had set for our- 
selves. We completed our merger with 
Texaco Canada; we substantially re- 
duced debt associated with the acquisi- 
tion; and we took steps to improve. ! 
significantly the productivity of the _ 
organization, all the while maintaining 
the quality of our operations and add- a 
ing to shareholder value. 

Merging the Texaco Canada orga- 
nization smoothly into all segments of am 
our business required extensive effort a 
from all employees. The time and effort ‘(a 


have been well spent; the organizations 


are now together and the merger costs 
are mostly behind us. 

In the upstream, our oil and gas 
production has increased significantly 
since the merger. In the downstream, _ 
the successful integration of assets and 


operations was particularly challenging. — 


We were obliged to dispose of a number 
of downstream assets in a highly com- 
petitive market, while at the same time 
we rebranded about fourteen hundred 

Texaco Canada service stations. 
Throughout it all, 
despite the complex- 
‘ities and time in- 
volved in merger | 
work, we were able to 
manage our base busi- 
nesses well. 

Even with the 
overriding importance 
of the merger, we con- 
tinued our involve- 
ment in many other 
important areas of 
concern to your com- 
pany. Unquestionably, 
the uncertain business 
climate made it more 
challenging to meet . 
the expectations of our 

_ numerous and diverse 
stakeholders — share- 

holders, employees, 
customers, sales associ- 
ates, suppliers, the 
communities in which we operate, gov- 
ernments and the public at large. How- 
ever, we took every opportunity to ad- 
dress their interests. 

For example, the visibility and 
volatility of world oil prices in the sec- 
ond part of the year focused the atten- 
tion of both governments and con- 
sumers on gasoline prices. We devoted 
considerable effort and time to commu- 
nicating with governments, media and 
the public, helping dispel any miscon- 
ceptions by providing accurate informa- 
tion and explaining how we were trying 


to recover our increasing costs in a fair 
and equitable way. Most importantly, 
we continued to stress the role of fair, 


competitive markets as the best guaran- 


tors of the interests of consumers and 


_ the industry alike. 


_. A major issue of public concern 
remains the environment. The environ- 
ment, health and safety committee of 
the board of directors, established a 
year ago, has been actively reviewing 
related policies and practices in the 
company. The work of this committee, 

and the elevation of 
environmental respon- 

_ sibility to a vice-presi- 

dential level within 

the corporation, will 
help ensure that we 
operate within the 
~ best strategic frame- 
work to enhance our 
already excellent envi- 

ronmental record. An 
important cornerstone 
is our policy to adopt 
standards that exceed 
legal requirements 
whenever benefits to 
society justify the 
costs and our ability 

~ to compete is not 
weakened. 

In addition, all of 
our operations under- 
went in-depth “‘opera- 

tions excellence” re- 
views in 1990, in order to ensure that 
standards of safety and reliability are 
met and that health, safety and envi- 
ronmental considerations are central to 
the practices and decisions of our oper- 
ating personnel. 

We also introduced products dur- 
ing the year that are more environmen- 
tally friendly — reduced-emissions gaso- 
line and six new Esso re-refined engine 
and hydraulic oils. The new gasoline, 


_ first made available last summer in the , 
_ Vancouver area, aims at reducing ur- 


ban smog. The new lubricants contain 


more than 50 percent re-refined oils 


while meeting our strictest performance 


standards. As well, an increasing pro- 
portion of our research budget is being 
spent to make our operations and pro- 
ducts more environmentally friendly. 
We have been active participants in 
the public policy process on environ- 
mental issues, sharing our perspective 
and technical expertise with legislators 
and the Canadian public. We are con- 
tinuing work on a series of discussion 
papers on key environmental issues, 
including global 
warming, air quality 
and energy efficiency. 
We are also pursuing a 
wide range of envi- 
ronmental research 
_ projects. 

We continued to 
support a broad range 
of worthwhile causes 
in the areas of educa- 
tion, health, welfare, 
community service, 
culture and sport, 
with contributions 
amounting in 1990 to 
more than $10 mil- 
lion. We introduced 
our Volunteer Involve- 
ment Program, which 
provides funds for 
local community pro- 
jects sponsored by 
current and retired 
Imperial employees. This program 


added a new dimension of interest and — 


diversity to our contributions program, 
while confirming our view that corpo- © 
rate giving is sound business as well as 
one way to give something back to the 
community. | 
Looking ahead, we see 1991 as a 
year to consolidate the gains made in 
1990, particularly in the areas of further 
debt reduction and increased produc- 
- tivity. As well, we will continue to 


focus on the three strategies that under- © 


pin our business success. 


The first of these is to maintain our 
financial flexibility so that we can take 
advantage of opportunities as they arise 
and weather the uncertainties and 
shocks of what continues to be a dy- 
namic and challenging business. Events 
of the last year only emphasize how 
changeable and fast-moving our busi- 
ness can be and how well-served 
Imperial has been by this strategy. 

Our second strategy is to maximize 
the value of our base businesses 
throueh improved efficiency and pro- 

ductivity. A key ele 
ment of that strategy 
is the continuous 
improvement of all 
our operations. This 
includes ensuring that — 
our efforts are focused _ 
on essential work that — 
meets customer needs 
and promotes share- 
holder interests and 
value. This will con- 
tinue to occupy much 
of the company’s at- 
tention in 1991. We - 
have initiated plans to 
decrease our 
workforce by offering 
an attractive set of 
|| incentive programs to i 
| assist employees in 
- retiring early or in 
changing careers. We 
expect about 20 per- 


cent of our employees to participate in 
these programs. 


Another key element of this 


strategy is honing our asset mix to 


concentrate on a core of quality 
strategic assets that provide 
shareholder value. In the upstream, 
selective property divestments are 
improving efficiency and returns 
through the identification and sale of 
non-core oil and gas producing _ 


properties. In the downstream a 


continuing divestment program will 


- concentrate on improving asset quality 


and productivity, and on eliminating 
duplicate facilities. 

Our third strategy is to maintain 
an inventory of investment opportuni- 
ties for further growth at a managed 


pace. Phasing in our Cold Lake opera- 


tions over the last few years is an 
example of how our flexible approach 
to hydrocarbon development is suc- 
cessful and of how we have found 
ways to grow in an uncertain climate 
for our industry. We are now in a 
position to consider starting up a fur- 
ther two phases as 
markets develop in 
the future. We also 
see further opportuni- 
ties to increase natu- 
ral-gas production 
from our large re- 
serves acquired in the 
western Canadian 
basin, as North 
American markets 
strengthen and trans- 
portation facilities are 
expanded. 

Looking further 
down the road, we 
continue to maintain 
a suite of longer-term 
opportunities. Some 
of these projects — 
such as oil-sands de- 
velopment in western 
Canada and natural- 
gas production from 
the Beaufort Sea region of the western 
Arctic — are dependent upon sus- 
tained increases in the prices of crude 
oil or natural gas. In our chemical 
business, the free-trade agreement 
between Canada and the United 
States puts us in an ideal situation to 
supply a growing part of the American 
petrochemical market that is merely a 
day’s drive away from our operations 
in Sarnia, Ontario. 

I am confident there will continue 
to be economic long-range opportuni- 


ties for Imperial to pursue. We have a 


larger and stronger base to build on as 
the key outcome of the acquisition of 
Texaco Canada. We are positioned for 
growth — with an excellent portfolio of 
opportunities to pursue — and we 
intend to take full advantage of it, 
always adhering to our desire to bal- 
ance short-term profitability with 
longer-term growth. 

Obviously our company’s long- 
term future cannot be completely di- 
vorced from the economic health of 
Canada and the world as a whole, and 
. it would be naive to 
expect the current 
problems we are en- 
countering in this 
country to be re- 
solved overnight. It is 
my hope that the self- 
examination Canadi- 
ans are now undergo- 
ing will not blind us 
to the domestic and 
international oppor- 
tunities we have as a 
nation to achieve 
economic and cul- 
tural prosperity; 
rather that we will be 
able to see our poten- 
tial and have the 
confidence to claim 
our future. 

In closing, I 
would like to take this 
opportunity to men- 
tion the outstanding commitment and 
contribution of Imperial employees 
and to thank them on your behalf for 
their tremendous efforts throughout a 
challenging year. 


February 21, 1991 


FINANCIAL RESTRUCTURING ~ 
FIRMLY ON TRACK 
AS DEBT REDUCED 


mperial’s top financial priority 

since the acquisition of Texaco 

Canada in early 1989 has been to 

reduce the $5 billion of debt 
incurred to finance the purchase. In 
1989 total corporate debt was reduced: 
from $5.8 billion to $3.9 billion, 
mainly through the issue of additional 
shares. 

In 1990, substantial progress was 
again made in paying down debt. 

- During the year it was reduced to 
$2.8 billion, essentially on track with 
the company’s financial restructuring 
program. 

As had been planned, in 1990 
most of the cash used to pay down 
debt came from the sale of assets, 
which generated more than $1 billion. 
Of this amount, $500 million came. 
from the sale of Imperial’s interest in 


Interhome Energy Inc. A further 
Ronald A. Brenneman | $350 million was realized from the sale 
Senior vice-president and chief financial officer of non-core crude-oil and natural-gas 
properties. Those asset sales satisfied 
the divestment commitments made to 
Investment Canada by Imperial at the 
time of the purchase of Texaco 
Canada. The sale of downstream 
assets raised $150 million. A further 
$120 million in equity was raised 
through the dividend reinvestment 
program. ‘ 
The $1.1 billion in debt reduction 
achieved in 1990 made a material 
contribution to the company’s 
financial fitness, bringing total debt as 


a percentage of capital down from 
37 percent at the end of 1989 to 
29 percent at the end of 1990. 

- Interest costs were substantially 
lower in 1990 than in 1989, largely due 
to debt reduction. A combination of 
lower interest rates and restructuring 
of the remaining debt had the effect of 
lowering the company’s effective inter- 
est rate from. more than 10.5 percent 


in 1989 to less than nine percent by 
the end of 1990. 


INTEREST; COS FS 
WERE REDUCED 


As a result, by the end of 1990, 
monthly interest expense was less than 
$22 million, 60 percent lower than it 
was immediately following the acquisi- 
tion of Texaco Canada. Interest cover- 
age improved to. 3.4 times earnings in 
1990, well on its way to a target of five 
times or better. 

Looking ahead, much of Imperial’s 
emphasis during 1991 will be on fur-. 
ther consolidation, on continuing to 
reshape the company to seek new 
opportunities and on restoring the 
company’s financial ratios to tradi- 


tional levels. 


DEBT REDUCTION 
REMAINS A PRIORITY 


Paying down the debt will remain a 
priority. It is expected that a portion 
of the cash for that purpose will come 
from the sale of additional assets. _ 
Although the company has made 
substantial progress in asset divest- 

| ment, its rationalization plans call for 


the further sale of a number of frag- 
mented upstream interests and non- 
strategic properties. It is also expected 
that some internal cash flow will be 
directed to debt reduction 

during 1991. 


CAPITAL INVESTMENT 
TO CLIMB 


At the same time, the company’s 
steadily improving financial position 
will allow it increasing flexibility in its 
investment decisions. Capital and 
exploration expenditures in 1991 are 
expected to exceed $800 million, up 
from $668 million in 1990 (1989 — 
$6.2 billion). 

The petroleum industry is one 
that not only offers attractive invest- 
ment opportunities but one that can 
impose significant cash requirements. 
This was clearly demonstrated in 1990, 
when higher crude-oil prices increased 
requirements for working capital to 
finance petroleum-product inventories 
by as much as $700 million. Even at 
year-end 1990, the value of inventories 
remained $350 million higher than a 
year earlier. 

As this inventory is moved into 
the marketplace and as crude-oil prices 
drop, this additional value is exposed 
to competition from lower-priced U.S. 
exports. Prices of these exports can 
change more quickly because of differ- 
ent tax conventions allowed in that 
country. 

Recognizing that environment for 
our industry, Imperial is targeting a 
financial structure that will comprise 


FINANCIAL PERCENTAGES AND RATIOS* 


‘Total debt as a percentage of capital 
Interest-coverage 
Current ratio 


1990 19891988 
37.0" 4 198 
2.5 8.8 
14 2.0 


* For definitions of financial percentages and ratios refer to the glossary of terms on page 33. 


DEBT AND INTEREST 
EXPENSE BY QUARTER 


+ Debt (billions of dollars) 
@ Total interest 
(millions of dollars) 


Sober debt level 
significantly reduced 
interest expenses. 


DEBT AND 


SHAREHOLDERS’ EQUITY 
(billions of dollars) 


@ Debt 
@ Shareholders’ Equity 


Pie company is well on 
the way to realigning its 


financial structure. 
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EARNINGS BY SEGMENT 


millions of dollars 


Natural resources 
Petroleum products 
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Corporate and other . 


Net earnings 


$830 million in 1989 (1988 — $982 mil- 
lion). (See chart page 10.) 

Imperial continues to emphasize 
reliability, safety and environmental 
protection in all aspects of its business. 

For example, a thorough review of 
all the company’s major operating 
facilities during the year has resulted 
in detailed plans to further enhance 
the integrity of operations and mini- 
mize accident risks. The implementa- 
tion of those plans is expected to cost 
about $30 million in 1991. 
| In 1990, the safety record of em- 
ployees was poorer than the preceding 


year’s. It was the first year since 1980 
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that the safety record had not im- 
proved. We are determined to renew 
the focus on safety throughout the 
organization. 

In environmental protection, sig- 
nificant progress continued to be made 
in minimizing air and water emissions 
from the company’s operations. About 
$70 million was spent on facilities and 
equipment to protect the environment 


The company spent $95 million 


during the year. - 


on research and development in Can- 
ada in 1990, compared with $82 mil- 
lion the previous year. The focus of 
this effort is to develop new products. 


and processes that will improve the _ 


company’s competitive position. 
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HIGHER OIL PRICES BOOST 
RESOURCE EARNING 


he company’s earnings from $32 million, compared with a gain of 
natural resources were $33 million in 1989 (1988—nil). 
$448 million in 1990, com- Revenues increased to $3.0 billion, 
pared with $339 million the from $2.6 billion in 1989 (1988— 
previous year (1988—$151 million). $1.9 billion). 
Those results include the net after-tax Higher oil prices were the reason 
effect of unusual gains and losses, for the improvement. The average price 
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ODDING OIL PUMPS ARE 
A FAMILIAR SIGHT IN ALBERTA, CANADA’S LARGEST SOURCE OF 
CRUDE OIL AND NATURAL GAS. 


REVIEW OF OPERATIONS 


EARNINGS BY SEGMENT 


millions of dollars 
“Natural resources . 
Petroleum products 
Chemicals , 


Corporate and other . 


Net earnings. 


$830 million in 1989 (1988 — $982 mil- 
lion). (See chart page 10.) 

Imperial continues to emphasize 
reliability, safety and environmental 
protection in all aspects of its business. 

For example, a thorough review of 
all the company’s major operating 
facilities during the year has resulted 
in detailed plans to further enhance 
the integrity of operations and mini- 
mize accident risks. The implementa- 
tion of those plans is expected to cost 
about $30 million in 1991. 

: In 1990, the safety record of em- 
ployees was poorer than the preceding 


year's s. It was the first year since 1980 
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that the safety record had not im- 
proved. We are determined to renew. 
the focus on safety throughout the 
organization. on | 

In environmental protection, sig- 
nificant progress continued to be made 
in minimizing air and water emissions 


from the company’s operations. About 


$70 million was spent on facilities and | 


equipment to protect the environment 


during the year. 


The company spent $95 Million 
on research and development i in Ca” 


ada in 1990, compared with $82 mil- 
lion the previous year. The focus of 


this effort is to develop new products 


and processes that will improve the _ 
company’s competitive position. 
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HIGHER OIL PRICES BOOST 
RESOURCE EARNINGS 
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he company’s earnings from $32 million, compared with a gain of 
natural resources were $33 million in 1989 (1988—nil). 
$448 million in 1990, com- Revenues increased to $3.0 billion, 
pared with $339 million the | from $2.6 billion in 1989 (1988— 
previous year (1988 —$151 million). ~ $1.9 billion). ) 
Those results include the net after-tax Higher oil prices were the reason 
effect of unusual gains and losses, for the improvement. The average price 
which reduced realized by the company on the sale of 


earnings by 


ODDING OIL PUMPS ARE 
A FAMILIAR SIGHT IN ALBERTA, CANADA’S LARGEST SOURCE OF 
CRUDE OIL AND NATURAL GAS. 


CRUDE-OIL PRICES 
(Brent, $US a barrel) 


Bose in the Persian. Gulf 
increased crude-oil prices 


and. their volatility. 


Net PRODUCTION 
(thousands of barrels a day) 


@® NGLs 
Crude Oil 


Crude ol and NOL 
production declined about 
2.5 percent following a 
period of substantial 
growth. 


REVIEW OF OPERATIONS 


NATURAL RESOURCES 


millions of dollars 


Earnings 
Revenues . : 
Capital and exploration expenditures 
Exploration . 
Production 
Heavy oil 
Coal and other 


Total capital and exploration expenditures 
Capital employed at December 31 


Return on average capital employed (percent) .. 


crude oil and natural-gas liquids 
(NGLs) increased by more than 20 per- 
cent from the previous year. 
International oil prices, which 
determine crude-oil prices in Canada, 
were extremely volatile over the course 
of the year. They began the year at $21 
a barrel (all international oil prices are 


quoted in US. dollars), declining to 


less than $16 by midyear. With the 
invasion of Kuwait by Iraq in early 
August, crude-oil prices rose within 
days to more than $26, eventually 
reaching a peak of more than $40 in 
mid-October before declining to about 
$20 shortly after the end of the year. 


EARNINGS HIGHLY 
LEVERAGED-TO OIL PRICES 


The company’s upstream earnings are 
very sensitive to changes in crude-oil 
prices. As a rule of thumb, every (U.S.) 
$1-a-barrel increase in average crude-oil 
prices over a year improves the compa- 
ny’s upstream earnings by about 

$70 million. (The other major variable 
is the exchange rate. For every one cent 
reduction in the Canadian dollar ver- 
sus its U.S. counterpart, earnings in- 
crease by about $16 million.) 

The company’s total net produc- 
tion of crude oil NGLs declined to 
298 thousand barrels a day in 1990, 
compared with 306 thousand barrels a 
day in 1989 (1988—244 thousand bar- 


14 


rels a day). The main reasons for the 
reduction were declining productivity 
in conventional oil fields and the sale 
of oil-producing properties. The sales, 
which occurred at various times dur- 
ing the year, accounted for average 
production of 7.5 thousand barrels a: 
day in 1990 (the full-year impact is 
about 15 thousand barrels a day). 

Average daily net production of 
bitumen from Cold Lake was 85 thou- 
sand barrels a day, unchanged from 
the previous year (1988—88 thousand 
barrels a day). However, results im- 
proved significantly because of higher 
prices for Cold Lake production. 

The Syncrude oil-sands plant 
operated at record levels in 1990, rais- 
ing the company’s share of production 
to 39 thousand barrels a day, up from 
37 thousand barrels a day the previous 
year (1988— 38 thousand barrels a 
day). Excellent performance at both 
the mine site and upgrader during the 
last nine months of the year overcame 
production losses resulting from a fire 
in late 1989. The company’s 1990 earn- 
ings from Syncrude rose to $61 mil- 
lion, after deducting corporate over- 
heads, representing an 8.4-percent 
return on average capital employed. 

Net production of natural gas was 
537 million cubic feet a day in 1990, 
essentially unchanged from the pre- 
vious year (1988 —316 million cubic 


REVIEW OF: OPERATIONS, 


feet a day). The company uses about — 


25 percent of its gas production inter- ~ e 
nally. In addition, it purchases gas 
from other producers and resells it. 
Total sales resulting from available 
production and purchases for res 
were 611 million cubic feet b f 
royalties in 1990, essentially 
unchanged from 1989 (1988 
388 million cubic feet). 
Despite continued weakne 
markets for natural gas, the averag: 
sale price received by the company mG 
increased to $1.55 a thousand cub 
feet. This reflected improved prices in- 
our major gas contracts. 


SUPPLY SURPLUS 
WEAKENS GAS MARK 


The weakness in markets for 
gas over the past few years ref] 
~ growing surplus of supply. That : 
tion has been aggravated by a lack 
pipeline capacity, which has prevente 
the industry from developing new 
“customers and markets. : 
In that regard, Imperial believes — 
that a decision by the National Energy 
Board in late 1990 that helps advance : 
a major expansion in Canadian pipe- i 
line capacity is an important first step 
in developing new markets for gas. 
Expenses were up by about 
five percent in natural resources. One 
reason for the increase was higher 
overhead costs for administration and 
staffing, which resulted from adding a 
full year’s expenses from the Texaco 
Canada organization. Another reason 
was higher costs of crude-oil produc- 
tion, caused by the growing maturity 
of the company’s conventional oil 
fields. 


Unusual items reduced earnings 


| pe 1990, 


WORK WENT AHEAD ON THE RING BORDER 


from natural resource operations by 
$32 million in 1990. 
Sales of oil- and gas-producing 


NATURAL-GAS PROJECT, 
TWO MORE PHASES AT COLD LAKE AND 


properties (excluding the company’s ENGINEERING FOR THE OSLO 


equity interest in Interhome Energy 
Inc., which is included under “‘corpo- 


OIL-SANDS MINING PROJECT. 


rate and other accounts’) 
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NATURAL GaAs 
Net PRODUCTION 


(millions of cubic feet a day) 


N atural-gas production 
was maintained despite 


weak markets. 


NATURAL GAS 


AVERAGE PRICES 
(dollars a thousand cubic feet) 


Dnpecial’s average price for 


natural gas increased. in 
1990, reflecting improved 
prices in its major gas 


contracts. 
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1989 1988 408? 


Crude-oil production 
Conventional 

- Cold Lake 
Syncrude 


Total crude-oil production . 311 


“Total crude-oil and NGL 


production 


Production (3) 
- Production available for 


639 537 643 


607 


Crude oil and NGLs (a barrel) (6) 


Natural gas (a thousand cubic feet) 


net gross net gross net gross net 


PA 117 
91. 488 80 
38 34 
250 234s 

14 


245 


534° 309-316 «246-191 


498). BOR 408 a SEO SP TLs BO 2555 LET 


388. 198 


1990 1989 1988 ‘1987 1986 


20.25 16.65 12,64 ~=18.01 
1.55 150225 P48 1,86, 00 


14.45 


(1). Volumes a day are calculated by dividing total volumes (including Texaco Canada from February 24, 
1989) for the year by the number of days in the year. 


(2) Gross production is the company’s share of production (excluding purchases) before deducting the 
shares of mineral owners or governments or both, Net production excludes those shares. 


(3) Production of natural gas includes amounts used for internal consumption with the exception of 


amounts reinjected. 


(4) Production available for sale excludes amounts used for internal consumption and amounts reinjected. 


(5) These sales prices exclude all transportation costs. 


(6) This is the weighted average of sales prices for conventional and Cold Lake crude oil, and NGLs. 


yielded total proceeds of $350 million 
in 1990. The before-tax gain was 
$118 million ($116 million after-tax) 
compared with a before-tax gain in 
1989 of $22 million ($33 million 
after-tax). 

It was a difficult business 
environment for selling properties in 
1990. During the first half of the year, 
oil prices were falling and there were 
more than $4 billion in other western 
Canadian petroleum properties on the 
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market. Despite those poor market 
conditions, the company successfully 
disposed of assets at prices that it 
considered to be fair and reasonable. 


MOST ARCTIC ASSETS 
NOW WRITTEN OFF 


The gain from asset sales was more 
than offset by two write-downs of 
natural resource assets. The company 
took a $141 million before-tax write-off 
($70 million after tax) of assets in the 


RB VoD E Wii O-F SO:P EER ASTcL ON S 


_ Beaufort Sea — specifically the. 
Amauligak and Issungnak discoveries. 
The decision to write off the value 
of the properties was due to increased 
uncertainty about the timing and 
feasibility of oil production from off- 
shore regions of the western Arctic. 

_ The only Arctic asset remaining 
on the company’s books following that 
write-off is the Taglu gas field. 

The company also wrote down the 
value of the Byron Creek coal mine in 
~ southeastern British Columbia by 
$95 million before tax ($78 million 
after tax). The write-down follows a 
review of the company’s coal strategy 
that resulted in putting the Byron _ 


peas 


HE 


USE OF HORIZONTAL DRILLING 


Creek mine up for sale during the 
latter half of the year. No acceptable 
bids were received. The write-down 
reflects the company’s expectations 
about the value of future production 
from the mine. 

Net proved reserves of crude oil 
and NGLs declined to 1.7 billion bar- 


rels in 1990, the first reduction since 


1982. During that period of continu- 


ous growth, proved oil reserves have 
more than doubled. 

The main reason for the 1990 
reduction was production of 109 mil- 


lion barrels of crude oil and NGLs. 


The company’s yearly production of 
crude oil and NGLs has reached an 


AT COLD LAKE WAS PIONEERED BY SCIENTISTS: AT THE 
COMPANY’S CALGARY RESEARCH CENTRE. 
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MERGER COMPLETION 
TOPS 1990 ACTIVITIES 
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arnings from petroleum 
products, including an after- 
tax gain of $10 million from 
asset sales, were $222 mil- 
lion during 1990, compared with 
$257 million during 1989 (1988 — 
$210 million). | 
Revenues increased to $9.8 billion, 
from $8.4 billion in 1989 (1988 — 
$5.7 billion). The increase resulted 
from higher prices for petroleum pro- 
ducts during the latter half of the year. 
Those increased revenues were 
more than offset by higher operating 
costs. Raw material costs rose substan- 
tially because of higher crude-oil 
prices, Administrative expenses were 
higher, mainly because of the addition 
of a full year of Texaco Canada ex- 
penses (compared with 10 months in 
1989). Extended refinery maintenance 
shutdowns during the second quarter 
of the year had a significant impact on 


business conditions in petroleum pro- 


supply costs. One-time merger costs 
for such things as changing signs, 
offices and business systems were also 
a factor. 

In contrast to natural resources, 


ducts generally deteriorated as the year 
progressed. The volume of products 


sold began to diminish, as the — 


effects of higher prices and 
a deepening recession 
were increasingly felt. 
The substantial 

drop in crude-oil 


REVIEW..08 OR ERA TIONS 


prices late in the year placed increasing 
pressure on selling margins. That pres- 
sure is expected to continue into the 
first quarter of 1991, creating the risk of 
losses when higher-cost products now in 
inventory are sold, 


GASOLINE SALES UP 
~ BUT TOTAL VOLUMES DECLINE 


Total sales volumes, at 81.4 million litres 
a day, were down from 82.7 million 
litres a day the previous year (1988 — 
56.6 million litres a day). Gasoline sales 
increased slightly. Sales of home heat- 
ing oil, diesel and jet fuels declined by 
about six percent, mainly because of 
weakening demand and withdrawal 
from unprofitable business. Sales of 


ay heavy fuel oil rose by B percent, 


“ mainly because of increased sales to - 


| power utilities in Ontario and Quebec. 


Total Canadian demand for petro- 
leum products fell by about 2.5 per- 
cent in 1990 from the previous year. 

One of the key tasks facing Esso 
Petroleum Canada during 1990 was 
completion of the merger with Texaco 
Canada. And, by year-end, this task 
was essentially completed. Following 
substantial delays, government ap- 


proval for merging downstream opera- 
tions was received in February 1990. 
That approval allowed the company to 
proceed with final merging of down- 
stream operations, including the 
consolidation of more than seven 
thousand commercial accounts and 
the rebranding of fourteen hundred 
service stations into Esso retail outlets. 
The company was also able to 
begin divesting assets according to 
agreements that had been made to 
gain approval for the merger. Buyers 
were found for almost all of the assets 
the company agreed to sell under the 
consent order issued by the Competi- 
tion Tribunal. Texaco Canada’s refin- 
ing and marketing assets in Atlantic 


Canada, which represented about 


1.8 million litres a day of sales, were 
sold in October. Most of the service 


stations west of Atlantic Canada that 
the company had agreed to divest, 
representing 0.8 million litres a day, 
were also disposed of by year-end. 
Negotiations were also under way for 
the few remaining divestments that 


were required. 


Le FORM OF A BYGONE ERA COMBINES WITH 
MODERN FUNCTIONALITY IN THIS REPLICA OF A 1920’s STYLE SERVICE STATION, 
DESIGNED TO FIT THE HISTORICAL FLAVOR OF 


OLD UNIONVILLE IN ONTARIO. 
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MERGER COMPLETION 
TOPS 1990 ACTIVITIES 
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arnings from petroleum 
products, including an after- 
tax gain of $10 million from 
asset sales, were $222 mil- 
lion during 1990, compared with 
$257 million during 1989 (1988 — 
$210 million). — 3 
Revenues increased to $9.8 billion, 
from $8.4 billion in 1989 (1988 — 
$5.7 billion). The increase resulted 
from higher prices for petroleum pro- 
ducts during the latter half of the year. 
Those increased revenues were 
more than offset by higher operating 
costs. Raw material costs rose substan- 
tially because of higher crude-oil 
prices. Administrative expenses were 
higher, mainly because of the addition 
of a full year of Texaco Canada ex- 
penses (compared with 10 months in 
1989). Extended refinery maintenance 
shutdowns during the second quarter 
of the year had a significant impact on 


supply costs. One-time merger costs 

for such things as changing signs, 
offices and business systems were also 
a factor. 

In contrast to natural resources, 
business conditions in petroleum pro- 
ducts generally deteriorated as the year 
progressed. The volume of products 


sold began to diminish, as the 


effects of higher prices and 
a deepening recession 


were increasingly felt. 
The substantial 
drop in crude-oil 
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prices late in the year placed increasing 
-pressure on selling margins. That pres- 
sure is expected to continue into the 
first quarter of 1991, creating the risk of 
losses when higher-cost products now in 
inventory are sold, 


GASOLINE SALES UP 
BUT TOTAL VOLUMES DECLINE 


Total sales volumes, at 81.4 million litres 
a day, were down from 82.7 million 
litres a day the previous year (1988 — 
56.6 million litres a day). Gasoline sales 
increased slightly. Sales of home heat- 
ing oil, diesel and jet fuels declined by 

~ about six percent, mainly because of 
weakening demand and withdrawal | 
from unprofitable business. Sales of — 


ee heavy fuel oil rose by 13 percent, 


b% ‘mainly because of increased sales to 
- power utilities in Ontario and Quebec. 
Total Canadian demand for petro- 
leum products fell by about 2.5 per- 
cent in 1990 from the previous year. 
One of the key tasks facing Esso 
Petroleum Canada during 1990 was 
completion of the merger with Texaco 
Canada. And, by year-end, this task 
was essentially completed. Following 
substantial delays, government ap- 


proval for merging downstream opera- 
tions was received in February 1990. 
That approval allowed the company to 
proceed with final merging of down- 
stream operations, including the 
consolidation of more than seven 
thousand commercial accounts and 
the rebranding of fourteen hundred 
service stations into Esso retail outlets. 
The company was also able to 
begin divesting assets according to 
agreements that had been made to 
gain approval for the merger. Buyers 
were found for almost all of the assets 
the company agreed to sell under the 
consent order issued by the Competi- 
tion Tribunal. Texaco Canada’s refin- 
ing and marketing assets in Atlantic 
Canada, which represented about 
(18 million litres a day of sales, were | 
sold in October. Most of the service 
stations west of Atlantic Canada that 
the company had agreed to divest, 
representing 0.8 million litres a day, 
were also disposed of by year-end. 
Negotiations were also under way for 
the few remaining divestments that 


were required. 
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oo FORM OF A BYGONE ERA COMBINES WITH 
| ~ MODERN FUNCTIONALITY IN THIS REPLICA OF A 1920’s STYLE SERVICE STATION, 
DESIGNED TO FIT THE HISTORICAL FLAVOR OF 

OLD UNIONVILLE IN ONTARIO. 


REVIEW. 5O'R. OP BRYA TOs Ne S 


y 


Total proceeds of the sales were 
about $150 million, resulting in an 
after-tax gain of $10 million. 


THROUGHPUT PER One important criterion of a suc- 
BRANDED SERVICE cessful merger was to retain a high 
STATION percentage of former Texaco Canada 


(millions of litres) 


customers during this period of major 
transition. To that end, the company 
introduced a new-look credit card that 
was distributed to both Esso and 


former Texaco Canada credit-card hold- 


ers and increased spending on advertis- | N. sia 
ing and promotional campaigns. EW PRODUCTS 

As a result of those efforts, the INCLUDED ENGINE AND 
company retained its share of branded 


, HYDRAULIC OILS MADE FROM 
gasoline sales in most parts of the 
country. RE-REFINED OIL. 
he merger with Texaco 
Canada in 1989 and 
divestments in 1990 have PETROLEUM PRODUCTS 


increased the efficiéncy of 
the company’s, network of 
retail outlets. 


millions of dollars 1989 1988 1987 
Earnings 257 210 188 
Revenues 8414 5684 6241 
GASOLINE, HEATING, ; : 
D F Capital expenditures 
IESEL, AND JET FUEL deans | | 1369 115. 86: 


SALES VOLUMES SOR Hise 766 64 6% 


(billions of litres) 

Total capital expenditures 2135. « 179 163 
Capital employed at December 31 4318 2141 2183 
Return on average capital employed (percent) ) 


Gasolines 

Heating, diesel and jet fuels 

Heavy fuel oils 

Liquid petroleum gas, lube oils and other products... 10.5 


Total petroleum products 


Total domestic sales of petroleum products (percent) .. 92.9 
@ Total Canada 


@ Imperial Domestic Sales 


Phe company maintained 
teh Total crude-oil and NGL net production 


about a one-third share o 
f Net purchases from others 


the Canadian market for 
high-value products. Total crude oil processed at company refineries . 
Refinery capacity at December 31 
Refinery utilization as a percentage of total capacity 


(1) Excludes sales made under purchase and sale agreements with other companies (see page 32, Revenues). 


(2) Volumes a day are calculated by dividing total volumes (including Texaco Canada from 
February 24, 1989) for the year by the number of days in the year. 


One thousand litres is equal to approximately 6.3 barrels. 
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Esso Petroleum also introduced a 
number of new products during the 
year to attract new customers. 


ENVIRONMENTALLY FRIENDLY 
PRODUCTS INTRODUCED 


Following the total removal of lead 
from its gasolines by midyear — well 
ahead of the mandated deadline of 
December 1990 — the company intro- 
duced Esso Extra, a new mid-grade 
product with octane levels similar to 
those in leaded gasoline: Esso Extra 
gasoline is suitable for use in cars that 
previously ran on leaded fuel. 

Esso Petroleum also introduced six 


new products manufactured from more 


than 50 percent re-refined oil — an 
engine oil and five hydraulic fluids. 
These new products are environmen- 
tally beneficial not only because they 
extend the use of non-renewable re- 
sources but because they reduce the 
need to find disposal sites for used oil. 

In the Greater Vancouver area, 
the company introduced a new, re- 
formulated gasoline aimed at reducing 
summer smog. The new product can 
reduce vehicle emissions that contrib- 
ute to smog by up to 15 percent. 

As a measure of the consistent 
quality of Esso products, the company’s 
Sarnia refinery became one of the few 
in North America to receive the Ford 
Motor Company’s coveted QI award 
for supplying fuels and lubricants. 

Environmental issues are expected 
to have an important impact on the 
manufacture and sale of petroleum 
products in Canada during the com- 
ing decade. As a result, the company 
remains determined to play a continu- 
ing and constructive role in the intro- 
duction of environmental protection 
measures. Its main goal is to ensure 
that the highest priority items are 
addressed most cost-effectively. 

Major areas of potential regulatory 
change are reductions in gasoline va- 
por pressure, reductions in the sulphur 
content of diesel fuels and further 


reformulations of gasoline. The com- 
pany may have to invest more than 
$500 million in new refining and other 
facilities during the next five to eight 
years to meet new standards. 

Capital expenditures, excluding 
acquisitions, were $192 million in 
1990, compared with $239 million in 
1989, The expenditures were aimed 
mainly at the maintenance of existing 
facilities. Expenditures in 1991 are 
expected to be $280 million. 


SYNERGIES EXPECTED TO 
IMPROVE RETURNS 


After several years of growth, it’s possi- 


ble that demand for petroleum pro- 
ducts will decline over the next few 
years because of economic conditions 


_and possible higher prices. That de- 


cline — when combined with foresee- 
able costs to comply with potential 
environmental regulations — could 
place increasing pressure on profit 
margins. However, the company be- 
lieves that the significant synergies 
available from its merger with Texaco 
Canada — combined with the other 
operating improvements it is initiat- 
ing — will improve its returns to levels 
comparable with those of other types 
of manufacturing industries. 
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IMPERIAL’S SARNIA LABORATORY 
HAVE BEEN INSTRUMENTAL 
IN DEVELOPING NEW 
LEAD-FREE ‘GREEN GASOLINES’ 

THAT REDUCE EMISSIONS 
WHILE PROVIDING 
OPTIMUM PERFORMANCE IN 
VEHICLES OLD AND NEW. 


BRANDED AUTOMOTIVE 
RETAIL OUTLETS 


The sale of retail outlets 
met commitments to 
competition authorities, 
eliminated duplication and 
helped raise $150 million 
for debt reduction. 
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(CHEMICAL EARNINGS 
HURT BY ADVERSE 
BUSINESS CLIMATE 


For example, prices for polyethyl- 
ene resins — one the division’s largest 
sources of revenue — fell by more than 


arnings from chemical oper- 
ations were $28 million in 


1990, compared with 
$80 million in 1989 (1988 — 10 percent, on average, during the 


$104 million). year. The lower prices have been 
Chemical revenues fell to caused by a combination of weakening 

$915 million in 1990 from $960 million worldwide demand and the start-up of 

the previous year (1988 — $990 mil- new international production facilities. 


lion). The main reason for the decline 
was lower prices for most of the pro- 
ducts sold by Esso Chemical. cae 
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ESSO CHEMICAL PLASTICS, USED IN BLUE BOXES ' 
LEAF COMPOSTING BAGS, ARE LENDING A HAND. 
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Operating expenses rose by about 
six percent during the year, reflecting 
higher production volumes. 

Despite poor market conditions, 
the company’s petrochemical plants 
operated near capacity throughout the 
year. Overall petrochemical produc- 
tion increased by about five percent 
and output of polyethylene resins at 
the company’s Sarnia plant reached 
record levels. 

The company considers petro- 
chemical production to have promis- 
ing growth potential. Demand for 
these products is expected to grow by 
at least as much as the general econ- 
omy during the coming decade. And 
the company’s petrochemical produc- 
tion centre in Sarnia is well situated to 
serve the large American market that 
is within easy shipping distance and 


has become more accessible with 
the advent of Free Trade. 


Ae. 
baa Lae: 


PVC CAPACITY GROWS 
BY ONE-THIRD 


That outlook is one reason why the 
company expanded its production 
capacity for polyvinyl chloride (PVC) 
resins by about one-third in 1990. The 
expansion was achieved by debot- 
tlenecking existing facilities, which is 
the most economical way of increasing 
capacity. Production from the Sarnia 
polyethylene plant has also been ex- 
panded by more than 10 percent in 
recent years in the same fashion. 
Higher output will allow these 
manufacturing facilities to achieve the 
economies of scale needed to remain 
competitive in global markets. The 
advantage of world-scale production 
is why the company is currently 
studying participation in a joint 
venture that would significantly 


te ; 


POLYETHYLENE PRICE 
(thousands of dollars a tonne) 


Poivestaitene prices have 
fallen significantly from 
their cyclical peak in early 
1989, contributing to the 
sharp drop in chemical 
earnings. 


FERTILIZER SALES 


(thousands of tonnes) 


® Other Markets 
@ Western Canada 


Wak fertilizer demand in 
the company’s prime © 
western Canadian market 
led to increased sales in 
offshore markets, where 


selling margins are lower. 
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increase its output of ethylene and 
polyethylene in Sarnia. 


OFFSHORE SALES VOLUMES UP, 
MARGINS. LOWER 


In fertilizer operations, revenues were 
essentially unchanged from the pre- 
vious year. Bumper grain crops around 
the world caused grain prices to fall, 
which caused domestic demand for 
fertilizer to weaken during the second 
half of the year. As a result, the com- 
pany took advantage of strong offshore 
markets, which increased sales vol- 
umes to record levels but lowered sell- 
ing margins. ° | 
The lack of progress in interna- 
tional trade talks aimed at reducing 


costs tightly and sell as much as possi- _ 
ble in its primary western Canadian 
markets. It will also continue to de- 
velop new products and services. Cur- 
rent ones include a fertilizer that pro- 
vides time-controlled release of 
nutrients as well as one that uses mi- 
crobes to improve the way plants take 


up nutrients. — 


Capital expenditures in chemicals 
were $42 million in 1990, compared 
with $50 million in 1989. Expenditures 


in 1991 are expected to be about 


$45 million. 

The chemical industry is one that 
is generally very strongly affected by 
changes in the business cycle. Petro- : 


chemical prices reached a peak in early 


CHEMICALS 


millions of dollars - é eee 1990 


. Earnings Du wae 
Revenues |......5 ROOD Rte Sayin ane May cl Ue) oa: 


Capital expenditures 


: Capital employed at December Shoo aaay eee 864 Ss 


Return on average capital employed (percent) 33 


198919881987 19865 


BOS TOR Se aR ea 
8960: 22 9008 652 a gae 
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POT oA 


SALES VOLUMES 


thousands of tonnes a day 


Petrochemicals 


Agricultural chemicals 
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One tonne is equal to approximately 1.1 short tons or 0.98 long ton. 


agricultural subsidies will continue to 
put pressure on farm incomes, grain 
prices and growth in demand for fertil- 
izer. However, world prices for nitro- 
gen fertilizer have strengthened re- 
cently, due to a reduction in exports 
from major sources such as Iraq, Ku- 
wait and Romania. 

The company’s strategy in this 
environment is to control production 
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1989, at a time when economic activ- 
ity was also peaking. Since then, a 
deepening recession has caused chemi- 


_cal earnings to fall significantly. Given 


the cyclical natural of the business, the 


company’s strategy in chemicals is to 


stress customer satisfaction and pru-— 
dent cost management, while investing 
selectively to take advantage of periods 
of peak demand. 


REVIEW OF'OPRERATIONS 


New PRODUCTS AND SERVICES SUCH 


AS THESE WHITE PELLETS OF TIME-CONTROLLED-RELEASE FERTILIZER 


ARE BEING INTRODUCED TO WIN MORE CUSTOMERS 


IN THE COMPETITIVE AGRICULTURAL CHEMICAL INDUSTRY. 


orporate and other accounts 

recorded a charge to earnings 

of $205 million in 1990, com- 
pared with a charge of $220 million in 
1989 (1988 — earnings of $36 million). 
The main reason for the improvement 
was lower interest costs. 

In 1990 the company sold its 22.8- 
percent interest in Interhome Energy 
Inc. for $500 million. The sale resulted 
in a before-tax gain of $244 million 
($208 million, after-tax). Although 
Imperial had a long association with 
Interhomeé, its minority interest in this 
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company was no longer of strategic 
value, and the sale made an important 
contribution to debt reduction. 

The gain was offset by a $350- 
million charge ($215 million, after-tax) 


for the workforce reduction program. 
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CONSOLIDATED STATEMENT OF EARNINGS 
For the years ended December 31 


millions of dollars 1990 1989 1988 1987 1986 
REVENUES ee 
Operating reventies 003, 1 Bue are biota me curate es 14.226 10 OOF 10S 7559" 6 946°. ae 
Interest and. investment income: (16) so. 6c. 5s0 5 ees eee ates ae pa 72 9 100 1135, 3 ah0G: ae 
TOTAL REVENUES (2) doitos tap iee ass oe eR Sided Cae 11298 10104 7205 7672 7046- 
EXPENSES | 3 
Ex pIOracionn: (loi) etc Sse iia ARES oc ke SG ace Raa Mealagh inet 94 129 123 77 116 ate 
Purchases: of crude: oil and products: uu es ie aS 5927 3406-022, FIO 2 BO wa SOPs ve 
C)eratnin ge Uae IT a iach Med anceps are a UUMID Maes Manan eet 3260... 2997.7, 2292 21185-2055... 
Comimiodity and,other taxes:({1) ce A ose stag Rasa ak een et oulers 1758 1619 964 989 743 
Depreciation. and depletions ei) fcuk Mince os as, cael be hale Wore a tase 884 815 462 392 343 
TREES) el Fo cecass HN in OG ee ee antler My Rea can Quen aiaN 345 457 102 83 104 
TTOTAR-EXPENSES 341052755078 Ss eee I Bae Sus ea a 10268 9423 6413 6 5960.2 6:353 
BINDISUARDRENMES CL) So ee Ey 8 OE a ae ae el (210) 22 si 38 (246) 
EARNINGS BEFORE INCOME FAXES© 0) $60 .040.4 Vas scaoe Kees oe aitie mia 820 403 192 1 154 447 ; 
INCOME TAKES (ONC a 88 gy HOM BU ee ee B20: eA 0 408 162 
NET BARNINGS 202002 0h a ee a Sa eed A ae a 493 456 501 746 285 : 


PER-SHARE INFORMATION (dollars) 


Wet eattrines (1S). soi ei eo elk ac ates Ps as Oy EEL au ean aan es 2.58 2.54 3.06 4.55. 1.74 
Davidse a gs S20 c eialy peice ope eer oe Ree ha Ie ooh ean ap eet 1.80 1.80 1.80 1.65 1.60 


The notes referred to on this and the following two pages are found in the notes to the consolidated financial statements, pages 34 to 40. 


The summary of significant accounting policies and glossary of terms are found on pages 32 and 33. 
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CONSOLIDATED Bree OF CASH FLOWS 


For the years ‘ended December 31 


1 _ millions of dollars . 
' inflow (outflow) | ane 


_OPERATING ACTIVITIES ais é 

' Cash flow provided from earnings (3) POS 05711353" 
Change in operating assets and liabilities (4) ‘ (23) (214) 
Dividends paid . aie, (342) . (09) 


; CASH PROVIDED FROM OPERATING ACTIVITIES ..... | £1830 


- INVESTING ACTIVITIES 


‘Payments for capital and exploration expenditures ie (678). (871). 


Payments for acquisitions (a) ~—. (4815) 

Proceeds from sale of property, plant aes equipment and other : 
long-term assets : 1 003 170 

‘Short-term investments—net a 94 


Case PROVIDED FROM (USED IN) INVESTING ACTIVITIES ; | 3255 °545'422) 


FINANCING ACTIVITIES 


Long-term debt issued . | — 3006" 


Repayment of long-term debt and other obligations (1 278) (32) 
- Short-term Gente net | | 176. 103 


ALD 41 318" 


(983) 4 396 


INCREASE (DECREASE) IN CASH Je 34 (196) 
CASH AT BEGINNING OF YEAR ............. Uc gal hy eatin! SI ERD NA eo kL OO) 96 


_ CasH aT END OF YEAR vi ES (66) (100) 


1988 1987 1986 


Oe Mae GSC) 741 
76 (67) 645 
(293) (260) (263) 


98)": 903 


(976) (741) 
(410) (671) 


bya 159 
91 PaO 
(1 278) (1 233) 


34 
(30) 
“De 


(13) 


(309) 
405 


96 


(a) Payments for acquisitions represent the amounts paid in 1989 for Texaco Canada Inc.; in 1988, for certain assets of United Canso Oil & Gas Ltd. and 


Ocelot Industries Ltd.; and in 1987, for the assets of Sulpetro Limited. Mina acquisitions that are part of the ongoing business are included in the line 


‘payments for capital and exploration expenditures’. 
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CONSOLIDATED BALANCE SHEET 


As at December 31 
millions of dollars 1990 1989 1988 1987 1986 
ASSETS : 
Current assets 
(BaF a VISE Mabie ECA ae ers Maes UNTIL A ae yy SUN a ant ny VI SCRE — — 96 405 512 
Marketable: securitiesat-cost 22s, sus a iuice aiid eo5 kek pe tea dte oy ae 2 2 28 116 = 1440. 
Accounts receivables ance eae ecu ee Al NS RG gla 2a 1411 1055 796 791 670 
Inventories-of crude oil ‘and: products i145 kh. is we ea Be 1488 — 1 130 674 882 819 — 
Materials, supplies and prepaid ‘expenses 2.0 yf yey eveen ee ened es 189 P8200 149: 144 132 
Income. taxes recoverable (c29 avs eli pape. Soe Wate ene _ — pd 13 119 
WOtal-current GSSets. 2c yas yactods Waa tunes cee eased Di erase 3090 2 369 1 814 2351 2 396 
Investments and other long-term assets (5) ...........ccecceeeeeeeeeees 296 523 364. 368 372 
Property, plant:and equipment(2,12). 2.20 foals sg Ps ba bee lace oe LE378 12 206.5, TAOF OO eo ae 
COOC WHE (LA) PRE See ace eae ao 0 area eric a reer 432 478 10 10 AG 
RNSSDAT: ASSETS so OCR hE a goss Op a es Oe aly ae 15196 15576 9682 9449 8584 
LIABILITIES ; 
Current liabilities 
Qutstanding cheques, tess: Gash: ': yiuac sara ibe e wenn ain Bs 66 100 — = — 
Short-term-debt “5.7 Sasi Age uns sae ideas one a et Bean anay, 299 123 20 37 — 
Accounts payable and accrued liabilities (18) ..... EE av hiteanene 1618 2 1397 Q23 O05 888 
Income taxes payable os. sae eps os) eT Seer eR eT 421 2% aes ce ae 
dotaleurrentiliabiitiess, oie aso e rete aed See ee a 2.404 - 1647 943 1042 888 
Lone-terntk debe @) (overs RS tie RA ae Rae ee ee 252642 S81 Tri e.5 BOD 823 668 
Other dong-term obligations (6) ess 02e se ona toa ook ue eae 750 590 458 427 408 
Commitments and contingent liabilities (8) 
MOTAR LIABILITIES. Wo ee Nee ec Walp Fart fae Uap Rt Metin ale Read Oe cap ts es ner 5 680 6054 2206 2292. 1964 
DEFERRED-INCOME (TARES “Vos bo Veiga yaa peewee Ea baa ee 2 OGD 32.340 E9482 1 O30 Cee 
SHAREHOLDERS’ EQUITY | 
Common shares (1S) ce ss as Ue Slates ome a ek ate eg 2866 . 2746 1426 1424 = 1423 
Earnings retained and used in the business: 
At beginning of vetint.s ee oA As ea Ald gees ely te amen ad 4436 4302 4°096)-"< 3620: 3-597 
Barnings forthe year’ o7cuiiiys ee ss cde tants busta onus Mee eae ae Ng tome 493 456 501 746 285 
Dividends .e7: sa oe ea Sy ia ntin cope Rout wh aan tae (344) (322) (295) (270) (262) 
At end Of year os satiety ile eA aL ot EE i er eee 4585: 4 436 4302 4096 3620 
TOTAL SHAREHOLDERS BOUITY eiice en ails, weGbe Ward outa ee nd Aaduanest 7451. 7182 DS CLB POLO. ees 


TOTAL LIABILITIES, DEFERRED INCOME TAXES AND 
SHAREHOLDERS’ EQUITY eae eta AHL d aan a cael saa gar eee 15196. 15576 9 682- 9 449 8 584 


The summary of significant accounting policies and glossary of terms and notes are part of these consolidated financial statements. 


Approved by the directors 


Listes Haycis O Paeee 


Chairman and chief executive officer Senior vice-president and chief financial officer 
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MANAGEMENT REPORT 


The accompanying consolidated financial statements and all 
information in this annual report are the responsibility of 
management. The financial statements have been prepared by 
management in accordance with Canadian generally accepted 
at accounting principles and include certain estimates that reflect 
Me management’s best judgments. Financial information 

at contained throughout this annual report is consistent with 
these financial statements. 

Management has developed and maintains an extensive 
system of internal control that provides reasonable assurance 
that all transactions are accurately recorded, that the financial 
statements realistically report the company’s operating and 
financial results and that the company’s assets are safeguarded. 
The company’s internal audit department reviews and 
evaluates the adequacy of and compliance with the company’s 
internal controls. As well, it is the policy of the company to 
maintain the highest standard of ethics in all its activities. 

Imperial’s board of directors has approved the information 
contained in the financial statements. The board fulfills its 
responsibility regarding the financial statements mainly 
through its audit committee, details of which are provided 
on page 3. 

Price Waterhouse, an independent firm of chartered 
accountants, was appointed by a vote of shareholders at the 
company’s last annual meeting to examine the consolidated 
financial statements and provide an independent professional 
opinion. 


| Beta b Hoye 
KE Villas 
72 
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AUDITORS’ REPORT 


To THE SHAREHOLDERS OF IMPERIAL OIL LIMITED 


We have audited the consolidated statements of earnings and 
of cash flows of Imperial Oil Limited for each of the three years 
in the period ended December 31, 1990 and the consolidated 
balance sheet as at December 31, 1990 and 1989. These 
financial statements are the responsibility of the company’s 
management. Our responsibility is to express an opinion on 
these financial statements based on our audit. 

We conducted our audit in accordance with generally 
accepted auditing standards. Those standards require that we 
plan and perform an audit to obtain reasonable assurance 
whether the financial statements are free of material 
misstatement. An audit includes examining, on a test basis, 
evidence supporting the amounts and disclosures in the 
financial statements. An audit also includes assessing the 
accounting principles used and significant estimates made by 
management, as well as evaluating the overall financial 
statement presentation. 

In our opinion, these consolidated financial statements 
present fairly, in all material respects, the results of operations 
and cash flows of the company for each of the three years in 
the period ended December 31, 1990 and its financial position 
as at December 31, 1990 and 1989 in accordance with generally 
accepted accounting principles in Canada. 


TaD ae ws Wenner 


MAAAA 


Chartered Accountants 
1 First Canadian Place 
Toronto, Ontario 


February 21, 1991 
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~ SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES 


. 


PRINCIPLES OF CONSOLIDATION 


The consolidated financial statements include the accounts of 
Imperial Oil Limited and its subsidiaries. Intercompany 
accounts and transactions are eliminated. A list of significant 
subsidiaries is shown on page 45. A significant portion of the 
company’s activities in natural resources is conducted jointly 
with other companies. The accounts reflect the company’s 
proportionate interest in such activities. 


INVENTORIES 


Inventories are recorded at the lower of cost and net realizable 
value. The cost of crude oil at refineries and of products is 
primarily determined using the average-cost method. (Average 
cost is the weighted average of the cost of the opening 
inventory and the cost of inventory produced or purchased, 
calculated on a monthly basis.) Crude oil in transit is valued at 
actual cost. 


INVESTMENTS 


The principal investments in companies other than 
subsidiaries are accounted for using the equity method. They 
are recorded at the original cost of the investment plus 
Imperial’s share of earnings since the investment was made, 
less dividends received. Imperial’s share of the after-tax 
earnings of these companies is included in “interest and 
investment income” in the consolidated statement of earnings. 
Other investments are recorded at cost. Dividends from these 
investments are recorded as income. 


PROPERTY, PLANT AND EQUIPMENT 


Property, plant and equipment, including related 
preoperational and design costs of major projects, are recorded 
at cost. Cost for property, plant and equipment of acquired 
companies is the fair market value to the company at the date 
of acquisition. 

The company follows the successful-efforts method of 
accounting for its exploration and development activities. 
Under this method, costs of exploration acreage are capitalized 
and amortized over the period of exploration or until a 
discovery is made. Costs of exploration wells are initially 
capitalized until their success can be determined. If the well is 
successful, the costs remain capitalized; otherwise they are 
expensed. Capitalized exploration costs are reevaluated 
annually. All other exploration costs are expensed as incurred. 
Development costs, including the cost of natural gas and 
natural-gas liquids used as injectants in enhanced (tertiary) oil 
recovery projects, are capitalized. 

Maintenance and repair costs are expensed as incurred. 
Improvements that increase or prolong the service capacity of 
an asset are capitalized. 

Investment tax credits and other similar grants are treated 
as a reduction of the capitalized cost of the asset to which 
they apply. 

Depreciation and depletion (the allocation of the cost of 
assets to expense over the period of their useful lives) are 


IP 


calculated using the unit-of-production method for producing 
properties; while depreciation of other plant and equipment is 
calculated using the straight-line method, based on the 
estimated service life of the asset. Major assets, including 
refineries, chemical plants and service stations, are depreciated 
over 20 years. . 7 

Gains or losses on assets sold or otherwise disposed of are 
included in the consolidated statement of earnings. 


GOODWILL 


Goodwill is charged to earnings on a straight-line basis over 
the period of expected continuing value, to a maximum of 20 
years. The amortization of goodwill is included in depreciation 
and depletion expense. 


REVENUES 


Certain purchases and sales of crude oil and products are 
undertaken to improve the company’s operating efficiency. 
Some of the company’s crude-oil production is sold and other 
types of crude oil are purchased to optimize refining 
operations. Product purchase/sale agreements with other 
companies help the company to meet its supply requirements 
while reducing transportation and other costs. Such sales and 
purchases are offset in the consolidated statement of earnings. 


CONSUMER TAXES AND CROWN ROYALTIES 


Taxes levied on the consumer and collected by the company 
are excluded from the consolidated statement of earnings. 
These are primarily provincial taxes on motor fuels. Crown 
royalties are also excluded from the consolidated statement of 
earnings. 

In order to encourage investment, the province of Alberta 
has reduced the amount of royalties payable during the early 
years of certain projects by allowing for the deduction of 
certain capital costs in determining royalties. The result is an 
increase in the company’s share of production, which is 
accounted for as additional income. 


TRANSLATION OF FOREIGN CURRENCIES 


Gains and losses on forward-exchange contracts, which are 
hedges against foreign-currency exposures, are offset against 
the associated gains and losses of the hedged item. 

Long-term monetary liabilities payable in foreign currencies 
have been translated at the rates of exchange prevailing on 
December 31. Exchange gains and losses arising from the 
translation of long-term debt are amortized over the remaining 
term of the debt. 


INTEREST COSTS 


Interest costs are included in expenses as incurred. 


NATURAL-GAS TAKE-OR-PAY CONTRACTS 


Amounts received under take-or-pay contracts for future 
delivery of natural gas are recorded as deferred revenue. These 
amounts are included in sales revenue when the gas is 
delivered. 
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GLOSSARY OF TERMS 


Capital employed is total assets less current liabilities 
excluding short-term debt and the current portion of 
long-term debt. 


Cash represents cash at bank and cash equivalents, which are 
all highly-liquid securities with a maturity of three months ot 
less when purchased. 


Debt represents amounts borrowed from external sources 
(including amounts assumed as a result of acquisitions). These 
amounts consist of short-term debt plus long-term debt 
(including long-term debt due within one year). Total debt is 
the sum of debt borrowed from external sources and 
guarantees relating to third party debt. 


Deferred income taxes are the difference between income 
taxes deducted in calculating earnings according to 
conventional accounting practice and taxes currently payable 
under income-tax legislation. They result from certain 
deductions from income being recognized in different periods 
for tax and accounting purposes. The largest source of deferred 
income taxes is depreciation and depletion, where deductions 


FINANCIAL PERCENTAGES AND RATIOS 


Current ratio 
= current assets 


current liabilities 


Total debt as a percentage of capital 
= debt + guarantees to third parties 


debt + guarantees to third parties + shareholders’ equity 


Interest coverage ratio 
= netearnings + total interest expense + income taxes 


total interest expense 


Price/earnings ratio 
= the closing share price as at December 31 


the net earnings per share 


Return on average capital employed 
= net earnings + after-tax interest expenses 


average capital employed 


Return on average shareholders’ equity 
= net earnings 


average shareholders’ equity 


are made earlier for tax purposes than for accounting purposes. 
Deferred income taxes are not a liability under the law. 


Hedges are actions taken to offset the risk to the company of 
market fluctuations. The most common involve agreements to 
buy or sell foreign currency in the future at a set rate, so as to 
offset the risk of foreign-exchange rate fluctuations. 


Marketable securities are securities of the governments of 
Canada and the provinces, banks and other corporations with 
a maturity of greater than three months when purchased. 
These securities are either short-term with a fixed interest rate 
or are floating-rate securities, with rates dependent upon 
short-term interest rates. 


Net realizable value is the estimated selling price of an asset, less 
the estimated costs of preparing the asset for sale and of selling it. 


Operating assets and liabilities consist of current assets and 
liabilities together with other long-term assets and certain 
long-term obligations. 


Measures the ability to pay short-term debts. 


Measures financial strength — lower percentages indicate 
greater financial strength. 


Shows the company’s current ability to afford its level of debt. 


Indicates what investors generally think about the company’s 
prospects. 


Measures the productivity of the company’s assets. 


Shows the return earned by shareholders on their investment 
in the company. 
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS 


1.. UNUSUAL ITEMS 


millions of dollars 1990 1989 1988 
Gain from divestments (a) ............0. 376 22 =S 
Workforce reduction program (b) ........ (350) _ _ 
Write-off of Beaufort Sea offshore 

ASSSTS CE) NRO Ae Shag BU Pg (141) — — 
Write-down of Byron Creek assets (d) .... (95) — a 


Total unusual items before income 
takes (eye Oe ere 2 A (210) 22 fy 


(a) Since the acquisition of Texaco Canada in February 1989, 
the company has sold certain assets to improve the efficiency 
of its operations, to meet commitments made to the 
Government of Canada and to reduce the debt incurred in the 
acquisition. 


(b) The company intends to reduce its workforce by about 
20 percent and in October 1990 introduced programs to 
achieve that goal. The programs include enhanced pension 
benefits and lump sum payments, depending on various 
eligibility criteria. A provision of $350 million has been made 
to cover the cost of the workforce reduction, of which 

$5 million was paid in 1990. 


(c) In 1990, the company wrote off previously capitalized 
offshore Beaufort costs because of the lack of any current 
exploration drilling plans, the long development lead times 
involved and other uncertainties. 


(d) In 1990, the company wrote down the Byron Creek coal 
mine to reflect the value of that resource under current and 


anticipated market conditions. 


(e) The after tax impact of the unusual items was: 


millions of dollars 1990 1989 1988 
Gain from divestments (a) 
Natural resources 2) i eee er Sie 116 33 — 
Petroleum: productsi..s..0 02 fc 245 ca Pes 10 — 
Corporate and -ather iyo) yoeeid oan ss 208 os - 
Total gain from divestments after 

INCOME taxes: 2. fe AP eee ek 3342 °¥ 353 _ 
Workforce reduction program (b)........ (215) _ 
Offshore Beaufort write-off (c)).......0.0.. (70) - — 
Byron Creek coal mine write-down (d) .. (78) on = 


Total unusual items after income 
TAKES ee Re a Nett ae ee mre (29) 33 a 


34 


2. BUSINESS SEGMENTS 
millions of dollars 


Revenues 
Extertial 235 cos P3200 2, Sah be Sood eaten bo SUES gat? Sean 


Total revenues 


Earnings. before the items listed below ..:.......0. 05.00.8000 meres ae 
Depreciation and, depletion <235 so. 55 escola ce a 
Unusual items (note 1) 
Gain ftom, divestimentits :ieese eyo Me? vet pO Se ee 
Workforce reduction program 053 $23.5 cael ncta oul lyin we are ener 
Offshore Beaufort write-Off oo.5 Vays fascew eho heey ae Oa 


Earnings before‘income taxes’ fc. eK dees thins 5 Sas eee eee 
Ineome taxes hoch Dene baie oy cede Mcgee oxy vena are ae el 


Net earnings 
Total assets 


Total capital employed 


Property, plant and equipment 


millions of dollars 


Natural resources 
Explordtion: and: productions. lcs Stee aa ea dsc an ela Ae : 
Heavyiothih cos ie Sa gee dd ic Sada sig Wick usa amici ca ue es ie = ee ea ee 


Petroleum products t's... 57 5b ae ae leas ys iw ey ole 
CTRCMIC AIS ee Na Fig a Wa mph S Mees gaa an aga an ehne orci ahaa ae Suk 


Total 


The information in the above tables is presented as though 
each segment was a separate business activity. Intersegment 
sales are made essentially at prevailing market prices. The 
consolidated figures exclude all intersegment transactions. 
The company operates its business in Canada in the following 
industry segments: 


Ti Mee E Rei At? © bib LAS MP et et Bed 


Natural resources Petroleum products Chemicals Corporate and other Consolidated 
eee b@Q0, = 1989: 1988 1990 1989 1988 1990 1989 1988 1990 1989 1988 1990 1989 1988 
822 f 814 603 9515. 8274" 55718 871 911 939 90 105 93 11298 10104 7205 
2133.-./1825 001278 243 140 114 44 49 BL 16 12 15 — _ = 
2955) 2639. 1881 9758 8414 5684 915 960 990 106 117 108 11298-10104. ~: 7205 
1492 1097 485 652. 682 496 101%" 185-234 (331) 468) >. 39 1914 1496 1254 
(556) (532) — (264) (245) (214) (128) (55) (54) (58) (28) (15) (12) (884) (815) (462) 
118 Le — 14 — _ — — = ' 244 — — 376 22 _ 
— om ae _ = ee _ nee 4 (350) ee is (350) ae: ae 
ba Ee Baan Tea RG OS Sah A dal a Su ee tae tied 
baie 6S ee ey ene ce Boo eas FE UN (Gs 
818 587 224 421 468 368 46 131 176 (465) (483) Zit 820 703 igd 
370 248 70 199° 2th 158 1S S51 te (260) (263) (9) BEE A 24g 29) 
448 339 151 222 257 210 28 80 104 (205) . (220) 36 493 456 501 
8168 8796 5409 6194 5549 2626 982 942 893 (148) 289. 754 15196. 15576. 9682 
7452 8303. 5136 4792 4318 . 2141 864 815 833 (15) 624 664 13093. 14060 8774 


Capital and 


exploration 
‘Accumulated depreciation Net property, plant expenditures 
Cost and depletion and equipment (including acquisitions) 
1990 1989 1988 1990 1989 1988 1990 1989 1988 1990 1989 1988 
8007 8264 4544 2096 1746 1320 SOL 2 6518 3224 343 3884 802 
2070 2025. 1974 464 398 340 1606 1627. 1634 51 63 282 
W5O2. 152 204 128 32 40 22 120. 164 5 16 23 
(10227 ° 10441 6722 2688 2176 1700 7539 8265. 5022 399") 3963) LOT 
4480. 4415 2882 1599°° [441° 1348 2881 - 2974 1534 192° 32135 179 
R247) 4204," “1159 524 469 417 CP ae ee sade « ¥ 42 50 32 
382 366°" 316 147 134 120 DOO R252 OG 35 51 58 
16336 16426 11079 4958 4220 3585 11378 12206 . 7494 : 668 6199 1376 
Natural resources includes the exploration for, and Corporate and other includes assets and liabilities that do not 
production of, crude oil, natural gas and coal. specifically relate to business segments — primarily cash, 


marketable securities, various investments, long-term debt, and 
consolidating adjustments. Net earnings in this category 
include income and gains from investments, interest expense 
on financing activities and consolidating adjustments. 


Petroleum products consists of the refining of crude oil into 
petroleum products and the distribution and marketing of 
these products. 


Chemicals consists of the manufacturing and marketing of 
various hydrocarbon based chemicals and fertilizers. 


dS 
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS 


3. CASH FLOW PROVIDED FROM EARNINGS 
millions of dollars 


Net earnings 

Exploration expenses (a) 

Non-cash items included in earnings 
Depreciation and depletion (b) 
Gain from divestments 
Offshore Beaufort write-off 
Byron Creek coal mine write-down ... 
Deferred income taxes 


Total cash flow provided from 


earnings L057 1555 31199 


(a) Exploration expenses have been deducted in arriving at net 
earnings. For the purpose of the consolidated statement of cash 
flows they are reclassified and included in investing activities. 


(b) Includes $59 million of goodwill charged to earnings in 
1990 (1989 — $40 million; 1988 — $2 million). 
4. CHANGE IN OPERATING ASSETS AND LIABILITIES 


millions of dollars 
1990 


(401) 
(410) 


1989 


131 
(76) 
(269) 


inflow (outflow) of cash 


Receivables 
Inventories and prepaids 


Liabilities (a) 


Total change in operating assets and 
liabilities (23) (214) 
(a) Includes liabilities of $345 million related to the 1990 


workforce reduction program. 


5. INVESTMENTS AND OTHER LONG-TERM ASSETS 
millions of dollars 


Investments 

Recorded at equity value: 
Interhome Energy Inc. (a) 
Other (b) 


Recorded at cost 


Total investments and other long-term 
assets 


(a) In 1990, Imperial sold its 22.8% interest in Interhome 
Energy Inc. 


(b) These other investments, without quoted market value, 
primarily represent interests in crude-oil and product pipeline 
companies. 


- 36 


6. OTHER LONG-TERM OBLIGATIONS 
millions of dollars 


Deferred revenue on take-or-pay gas contracts .. 
Employee retirement income benefits (note 13) .. 
Other post-employment benefits (note 14) 
Deferred foreign-exchange gain on long-term 


7. LONG-TERM DEBT 
1990 1989 


Year of 
issue 


millions of 
dollars 


rate of 


maturity date interest 


Sinking-fund debentures 

1972. February 15, 1992 

1974 August 15, 1994 

1974 December 31, 1994 

1975 February 15, 1995 

1979 September 15, 2009 

(1990 — U.S. $119 million; 
1989 — U.S. $226 million) 
October 15, 2019 

(1990 — U.S. $300 million; 
1989 — U.S. $300 million) 


Total sinking-fund debentures 


10 
28 
Lo 
30 


1989 


Other debentures and notes 
1983 March 31, 1993 
1983 January 3, 1997 
1987 June 30, 1993 
1988 March 31, 1994 
(1989 — U.S. $21 million) 
1988 March 31, 1994 
1989 December 15, 1999 
1989 September 1, 2004 
(1990 — U.S. $1,300 million; 
1989 — U.S. $2,000 million) (a) . Variable 


Total debentures and notes 
Capital leases (b) 


1508 


2463 
63 


Total long-term debt (c) 2526 

(a) This debt bears interest based primarily on U.S. 
commercial paper interest rates and may be repaid in part or in 
full at any time before maturity without premium. The average 
effective rate for 1990 was 8.0 percent (1989 — 8.527 percent). 


(b) Capital lease principal payments made during 1990 were 
$3 million (1989 —$5 million; 1988 — $5 million). Imputed 
interest on capitalized leases will be $40 million during the 
next five years and $79 million beyond five years and over the 
remaining life of the leases. 
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(c) Minimum future principal payments: 
Sinking-fund Other debentures Capital 


debentures and notes ~ leases 


millions of dollars 


EQS —" 
s 1992 be 
Pee arial 5 
1994 he. oer 
1995 30 _ 


At December 31, 1990, the company had $612 million of 
uncommitted unused lines of credit available for short-term 
financing. 


8. COMMITMENTS AND CONTINGENT LIABILITIES 


At December 31, 1990, the company had commitments for 
-noncancellable operating leases and other long-term agreements 
that require the following minimum future payments: 


Other long-term 
agreements (b) 


Operating 
leases (a) 


millions of dollars 


A99E 7: 58 159 
1992 49 3 132 
1993 41 99 
1994 rye 880 96 
1995 23 92 
after 1995 6A, 652 


(a) Total rental expense incurred for operating leases in 1990 was 


$141 million (1989 — $122 million; 1988 — $87 million). 


(b) Total payments under long-term agreements were 


- $227 million in 1990 (1989 — $202 million; 1988 — $198 eee 


In addition, the company has provided other long-term 
guarantees totaling $53 million. As part of an agreement with 
Interprovincial Pipe Line (NW) Ltd. for the construction of a 
pipeline to the company’s Norman Wells oil field, Imperial Oil 
agreed to minimum pipeline charges, to the year 2010, sufficient 
to service the debt associated with the pipeline. These amounts 
are included in the above table. The amount of that debt 
outstanding at December 31, 1990, was $201 million. 


The company has made certain undertakings to the 
Government of Canada related to its 1989 purchase of Texaco 
Canada. In 1990, the company fulfilled its commitment on the 
sale of oil and gas assets. The company committed to invest, 
through December 31, 1992, a minimum of 70 percent of its 
cash flows from oil and gas operations before debt servicing in 
those operations, providing that economic opportunities exist. 


The company has agreed to divest its interests in 
635 service stations and 14 distribution terminals across 
Canada, including the Texaco Canada assets in Atlantic 
Canada. In 1990, the company sold Texaco Canada’s assets in 
Atlantic Canada, and divested its interests in most of those 
service stations outside of Atlantic Canada. Divestment of most 
of the remaining facilities is expected to be completed in 1991. 
The company has also agreed to continue to supply agreed 
volumes of gasoline to independent marketers in Ontario and 
Quebec for periods up to 10 years. 


Other commitments for operating and capital needs, all 
arising in the normal course of business, do not significantly 
affect the company’s consolidated financial position. 


The company’s policy for site cleanup and restoration is to . 
meet or exceed current legal requirements to protect the 
environment. Certain of the sites used in the company’s 
operations will require some cleanup and restoration, usually 
when the site is sold or no longer used in a petroleum business 
activity. The company is continuing to review these 
requirements. 

Provision is made for cleanup costs where there is a 
contractual agreement or the site is closed and there is a 
management approved site restoration plan. The provision at 
December 31, 1990, was $28 million (1989 — $23 million). The 
amount of additional costs has not been determined but is not 
expected to have a material effect on the company’s annual 
financial results as cleanup costs occur over.a number of years. 


Various lawsuits are pending against Imperial Oil Limited 
and its subsidiaries. The actual liability with respect to these 
lawsuits is not determinable, but management believes, based 
upon the opinion of counsel, that any liability will not 
materially affect the company’s consolidated financial position. 


9. INTEREST EXPENSE 
millions of dollars 1990 1989 1988 


Long-term debt 
Debentures and notes 
Capital leases ’. 

Short-term notes (a) 


102 


(a) Short-term notes formed part of the initial financing of the 
1989 Texaco Canada acquisition. Most of these notes were 
replaced with long-term financing in that year. 


Cash interest payments in 1990 were $356 million 
(1989 — $415 million; 1988 — $103 million). 
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS © 


10. INCOME TAXES 


millions of dollars 1990 1989 1988 
Summary of income-tax calculations 

Earnings before income taxes :.......... 820 = 103 8 97 
Deduct: 

Earnings from equity investments ..... 21 40 32 
Adjusted earningsia ss asc aes Save Bah 799 ~=663. 760 
Basic corporate tax rate (percent) ......... 43,6 42.0 46.2 
Income taxes at basi rate... oes 348: 278335) 
Increases (decreases) resulting from: 

Nondeductible payments to 

POVEREMIENES! 5 kee vceecs ooh UES ans aoe BET 05 54 

Resource allowances. 2) 800 os aes aks (41:5)! 82D): 7 (59) 

Depletion allowance .:.......5.....505 43) QS) 625) 

Manufacturing and processing credit .. ie (5)a +19) 

Nondeductible depreciation and 

BHNOPUZAEI OMA TA bia pk aeons 125 13 — 

Gain On: divestinients:32.0 fi skouinncaa (1425) 9°22) — 

OEE ee Gis Behr ie ees ee te (4) (34) (11) 
Income tax expense .................5. BQ LA ba 
Effective income-tax rate (percent) ........ 40.9: 37.3; 2/383 
Increases (decreases) in deferred income 

taxes from timing differences: 

Depreciation (ntti tare ae ee (154) 63 50 

PENSIONS ia ce ee ee eS eee ee (LOTS CED), 

Successful drilling, injectants and land 

ACCUISILLOTISS a nee Gk Aily oualee rks 10 (11) 47 

Revaluation of Texaco Canada 

inventory on acquisition ..........,. as (40) — 

EDGE EUS aaa ama ade y Paes acai (20). . (11) 40 
Deferred income tax expense ......... (265)..- (16) 122 
Current income tax expense .......... 592 263 169 


The operations of the company are complex, and related tax 
interpretations, regulations and legislation are continually 
changing. As a result, there are usually some tax matters in 
question. The company believes the provision made for 
income taxes is adequate. 

Cash income-tax payments, after deducting investment 
tax credits, were $190 million in 1990 (1989 — $504 million; 
1988 — $172 million). 
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11. NET PAYMENTS TO GOVERNMENTS 
1988 


millions of dollars 1990 1989 
Current income taxes (note 10) ......... 592 = 263 169 
Commodity and other taxes 
Fedéral'sales'tax cs. fake OE Es ee 556, 9521. poe 
Fuel excise taxes’ Ay skies xaiy ate 1075. 977. 545 
Property and other taxes ............. AZZ Md 88 
Total commodity and other taxes. ....... 1758. 1619 964 
Payroll taxes included in expenses ....... 37 27 23 
Consumer taxes collected on behalf of ure 
POVETNIMEMES.60'1 5 ah ab tite Ee? ely 1476 1271 ~ 745 
COW FOVAIIOS Sot pip aca coed 375) 294° 154 
Total paid or payable to governments . 4238 3474 2055 
Less investment tax credits and other ; 
PECEIPtS ie SO eS 30 27 35 
Net payments to governments ........ 4208 3447 - 2020 
Net payments to 
Federal: governmentis346 3) F 55 ca 2041. 1666. 982 
Provincial governments ............0.065 20722-1687 5965 
Local eoveriments 4%, obec beetle ue 95 ate 
Net payments to governments ........ 4208 3447 2020 


12. ACQUISITION OF TEXACO CANADA INC. 
(NOW McCOLL-FRONTENAC INC.) 


Imperial’s consolidated earnings and cash flows include the 
financial results of McColl-Frontenac from February 24, 1989, 
when the outstanding shares were acquired. The acquisition of 
this major fully integrated oil company was accounted for 
using the purchase method. The final allocation of the 
February 1989 purchase price was as follows: 


millions of dollars 


rasta eh ot oats Ua tia a tate ence Walaa erga S 4, psd eA gee platen 145 
Operating working capital 67 S00 eeiven Soh ope bs esol 66 
Investments and other long-term assets ..........5.-005- 190 
Property, plant and equipment (a) 20... 0.0.. 4.06. ee eee 4820 
Goodwill ae 2 ae ln tea Hi aetna tu yeeue te CGH ERNG wok 508 
Less: alae 
Assumption of long-term debt and other obligations . 161 
Assumption of deferred income taxes ......0,..0..4+e0 00: 608 

4960 


The initial financing consisted of the issue of 5 million 
common shares and $4,651 million of debt. The company’s 
debt has since been reduced by $2,663 million through the 
issue of additional common shares, proceeds from asset sales 
and cash provided from operating activities. 


(a) In 1990, finalization of the purchase price allocation resulted 
in.an $87 million increase in goodwill and a corresponding 
decrease in property, plant and equipment. The 1989 
information in the consolidated balance sheet has been restated. 
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13. EMPLOYEE RETIREMENT INCOME BENEFITS Unrecorded obligations are amortized over the expected average 


Retirement income benefits are company paid and cover almost remaining service of employees, which is currently 16 years 

all employees. Benefits are based on years of service and final (1989 — 17 years). 

average earnings. The company’s related obligations are met (a) For each of the past three years, the discount rate, long-term 

through funded registered retirement plans, and through return on plan assets and the rate-of-pay increases were assumed 

unfunded supplementary benefits that are paid directly to most to be 8.5 percent, 8.5 percent and 6.0 percent respectively. Both 

surviving spouses and certain retirees. The data below include the obligation and expense data presented are sensitive to these 

funded benefits provided through the Imperial Oil retirement assumptions as the following table shows for 1990. 

plan, the McColl-Frontenac retirement plan and the company’s 

share of the Syncrude retirement plan and, unfunded benefits. 
Pension expense and obligations for both the funded 

and unfunded benefits are determined in accordance with As calculated using company’s 

generally accepted accounting principles and actuarial assumptions 2325 94 


procedures. The process includes making certain assumptions, Impact of one-percent change in: 
which are described in (a). — rate of return and discount rate . 293 30 


— pay increases 116 23 


Projected benefit Pension 
millions of dollars obligation (b) expense 


Annual pension expense 


(b) Retirement benefit obligations consist of earned and unearned 
millions of dollars 1990 1989 1988 


BS sie Lt ali COON Bt a lie bgt ee RURAL Bs DAN Se IRIAN at amounts. The accumulated earned benefit obligation is based on 
Pension expense before 1990 workforce the benefit formula, service to date and current pay; the 
reduction program 89 78 additional unearned benefit obligation is the extra amount that 
Pension expense of 1990 workforce results from projected pay increases to the date of retirement. The 
reduction program (c) _ unfunded supplementary retirement income obligations include 
OBO. L ROn 98 both the earned and unearned amounts on a combined basis. 


Total pension expense 
is p The total is called the projected benefit obligation. 


(c) This amount is part of the workforce reduction program 


Assets of the retirement plans are held primarily in equity, Shae ead at 


fixed-income and money-market securities, real estate and 

resource properties. Company contributions to the retirement Additional information based on United States reporting 
plans are based on independent actuarial valuations and are requirements is provided on pages 44 and 45 (notes 6, 7). 
made in accordance with government regulations. These 

contributions amounted to $60 million in 1990 14. OTHER POSTEMPLOYMENT BENEFITS 


(1989 —$41 million). The company shares the cost of certain health-care and 
Funded status of the company’s obligations at December 31 life-insurance benefits for almost all retired employees and 
surviving spouses. The liability for this cost has been recorded for 
employees’ service to date and for retirees. The annual charge to 
Funded retirement plans: earnings is based on service provided in the year; cash payments 
Market value of assets ! 1793 are charged to the liability. 
Accumulated earned benefit obligation (b) 1328 In 1990 other post-employment benefits expense was 
A daees paaaed 465 $21 million (1989 — $14 million; 1988 — $12 million). The 1990 


Additional unearned benefit obligation (b) 327 expense includes $5 million for the workforce reduction program. 


millions of dollars 1990 1989 


(Unfunded obligation) retirement plan surplus .. (322) — 138 Amounts recognized at December 31 
Unfunded supplementary retirement income 
obligations (b) 


Net unfunded obligations 243 


381 millions of dollars 


Long-term liability (note 6) 
Current liability 
The net unfunded obligations consist of: 

Long-term liability (note 6) 192 

Current liability 14 

Prepaid pension cost (58) 

Unrecorded obligations — net 95 


243 
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS 


15. COMMON SHARES 


number of shares 1990 1989 1988 
Authorized (Class A 

and By a sorts bey, 225 000 000 225 000.000 200 000 000 
Issued at 
December 31 

Class Age csreu sy a 191 496 994 189 326608 162 823 125 
Class: Bs fist fees 256 743 366 979 880 356 
Tetal ss 2 eae 191 753 737 189693587 163 703 481 
Transactions during 

the year 
Igsties ta) 256 steak — 24791453 a 
Dividend 

reinvestment and 

share purchase 

Plari(b) us tet sss 2049 562 ~=1 173 604 — 
Class B stock 

*iidividends (e}i sia. 10 588 25.049 29 827 

Adtal siecteeeee y w. 2060 150 25.990 106 29 827 


Both Class A and Class B shares are convertible on a 
share-for-share basis and rank equally in all respects, including 
voting privileges. 


(a) In 1989, shares valued at $1,254 million were issued. In 
February 1989, shares were issued as part of the initial 
financing of the 1989 Texaco Canada acquisition. A 
subsequent ‘share issue occurred in June 1989 as part of the 
restructuring of this financing. 


(b) The dividend reinvestment and share purchase plan 
enables shareholders to reinvest their cash dividends in 
additional Class A shares and also to invest between $50 and 
$5,000 each calendar quarter in Class A or B shares. In May 
1989, the company reintroduced a five-percent discount on its 
dividend reinvestment option of the plan and began issuing 
new shares to those participating in the plan. In 1990, the 
shares issued were valued at $119 million (1989 — $65 million). 
Prior to May 1989, funds directed to the plan were used to buy 
existing shares on a stock exchange. 


(c) Holders of Class B shares receive a stock dividend with 
values substantially equivalent to the cash dividend on Class 
A shares. During 1990, the stock dividends issued were valued 
at $1 million (1989 — $1 million; 1988 — $2 million). 


Earnings per share are calculated on the monthly weighted 
average number of shares outstanding during the year 


(1990 — 190,872,000; 1989 — 179,243,000; 1988 — 163,691,000). 


16. INTEREST AND INVESTMENT INCOME 


millions of dollars 1990 1989 1988 
Rnterestanecomen, sie hele one eee 51 57 68 
Earnings from equity investments (a)... 21. ~~ 40 32: 
Total interest and investment ; 
income ........ Aree ann ile Siena ei ea 12 ST eee 


Dividends received from equity 
INVESCNIENLS.'2y gh yoni gece sul PM bi Mish ea SOR Pe. 


(a) In 1990, Imperial sold its 22.8% interest in Interhome 
Energy Inc. 


17. RESEARCH AND DEVELOPMENT COSTS 


Research and development costs in 1990 were $91 million 
(1989 — $71 million; 1988 — $67 million) before investment tax 
credits earned on these expenditures of $13 million 


(1989 — $13 million; 1988 — $13 million). The net costs are 


included in expenses. 


18.. TRANSACTIONS WITH EXXON CORPORATION AND 
AFFILIATED COMPANIES (EXXON) 


The amounts paid and received by the company on 
transactions with Exxon in 1990 were $1,397 million and 
$427 million respectively (1989 — $748 million and 

$380 million; 1988 — $599 million and $415 million), The 
terms of the transactions were as favorable as they would have 
been with unrelated parties. The transactions primarily were 
the purchase and sale of crude oil, petroleum and chemical 
products. Transportation, technical and engineering services 
were also performed and received. Current amounts due to 
Exxon at December 31, 1990, were $91 million 

(1989 — $53 million; 1988 — $6 million). 

In 1990, Exxon acquired 1,434,030 shares as part of the 
share issues described in note 15 (1989 — 18,152,352 shares; 
1988 — nil shares). These shares were acquired at the same 
prices as shares issued to other shareholders. Exxon’s 
ownership interest in Imperial Oil Limited at December 31, 
1990 was 69.6 percent, unchanged from December 31, 1989. 


19. UNITED STATES ACCOUNTING PRINCIPLES AND 
INTERNATIONAL ACCOUNTING STANDARDS 


The consolidated financial statements have been prepared in 
accordance with generally accepted accounting principles in 
Canada and conform in all significant respects to International 
Accounting Standards. A description of the differences 
between the generally accepted accounting principles in 
Canada and those accepted in the United States as they apply 
to the company appears on pages 44 and 45. 
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SUPPLEMENTAL INFORMATION 


_ Additional information for security holders is provided on 

_ pages 41 to 45. Since the company uses capital markets in the 
United States, these pages include information that conforms 
with the financial reporting practices of that country. 


-OIL AND GAS PRODUCING ACTIVITIES 


The information on pages 41 to 43 is provided in accordance 
with the United States’ Statement of Financial Accounting 
Standards No. 69, “Disclosures about Oil and Gas Producing 
Activities.” This statement requires specific disclosure about oil 
and gas activities only; accordingly, the data exclude 
information about coal and mineral activities reported in the 
natural resources segment. 


CAPITALIZED CosTs (2) 


millions of dollars 


Property cost (1) 


Unproved 
Producing assets 
Support facilities 
Incomplete construction 


Total capitalized costs 


Accumulated depreciation and depletion ... 


Net capitalized costs 


Costs INCURRED (2) 


millions of dollars 
Property costs (1) 


Exploration costs 
Development costs 


RESULTS OF OPERATIONS (2) 


millions of dollars 


Sales to customers 
Intersegment sales 


Total sales (3) 

Production expenses 
Exploration expenses (4) 
Depreciation and depletion (5) 
Income taxes 


Oil and gas 
1990 


3241 
302 
5331 
135 
129 


9138 
2366 


6772 


Oil and gas 
1990 1989 


11 2534 
100 161 
246 1220 


Oil and gas 
1990 1989 


648 
1179 


1827 
628 
149 
469 
275 


306 


1989 


3257 
405 
5157 


+ L/8 


385 


9382 
1971 


7411 


1988 - 


459 
591 


1050 
474 
112 
218 

92 


154 


Syncrude 
1990 


Syncrude 
1990 1989 


37 32 


Syncrude 


1990 1989 


1990 


668 
1904 


25°72 
945 
256 
410 
402 


559 


Total 
1989 


2534 
161 
1252 


Total 
1989 


648 
1472 


2120 
869 
149 
493 
281 


328 


1988 


#99 
841 


1300 
683 
112 
241 

92 


172 


(1) “Property costs” are payments for rights to explore for 
petroleum and natural gas. “Proved” represents areas where 
successful drilling has delineated a field capable of production. 
“Unproved” represents all other areas. “Incomplete 
construction” includes drilling and other costs relating to the 
discovery of commercial oil and gas reserves in the Beaufort 
Sea/Mackenzie Delta region. 


(2) The data reflect the purchase of Texaco Canada on 
February 23, 1989 and its financial results since that date. 


(3) Sales of crude oil to consolidated affiliates are at market 
value, using posted field prices. The value of sales of 
natural-gas liquids to consolidated affiliates are at prices 
estimated to be obtainable in a competitive, arm’s-length 
transaction. Total sales exclude the sale of natural gas and 
natural-gas liquids purchased for resale. 


(4) Includes $141 million offshore Beaufort write-off. 


(5) Net of $118 million gain from divestments. 
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SUPPLEMENTAL INFORMATION 


NET PROVED RESERVES OF CRUDE OIL AND NATURAL GAS (1) 


millions of barrels 
Net proved developed and undeveloped 


Beginning of year 1988 
Revisions of previous estimates and improved recovery ......... 


Ce we eee eH Ow ewe em ee ree ere we wees ee ee reeves 


Purchase of reserves in place 
Discoveries and extensions 


Ce 


OOH Mew meee ome mee meee ee mere r ee ew eres 


Production 


End of year 1988 


Ce oe wee he ee OOH Oe me wwe mee re He eee OOH OHM C eee DOES He 


ee 


Revisions of previous estimates and improved recovery ......... 
Purchase of reserves in place 
Discoveries and extensions 
Production 


End of year 1989 


Ce ee ee 


Revisions of previous estimates and improved recovery ... 
Sale of reseryes:.in, place. ij.6 oes Gale ee we eee 
Discoveries and extensions 
PraduichiOn ee GaP a Fe i bal ea eget eng ea tgs Ae Gi es 


End of year 1990 


Net proved developed 
End of year 1987 
End of year 1988 
End of year 1989 
End of year 1990 


Ce ee SS DS 
re Se ere ee 
ele 8 bs eee wien e 6 pJe) o 006 bel 6 6 be Od Ole Oe FF. 6,0 eH016 0 Oe Tee wears 


ee ec a 


GROSS PROVED RESERVES (1) 


millions of barrels 


End of year 1987 
End of year 1988 
End of year. 1989 
End of year 1990 


CC 
re 


ee 


(1) Gross reserves are the company’s share of reserves before 
deducting the shares of mineral owners or governments or 
both. Net reserves exclude these shares. 


All reported reserves of crude oil and natural gas are located in 
Canada. Reserves of crude oil include condensate and 
natural-gas liquids. Conventional and Cold Lake crude-oil and 
natural-gas reserve estimates are based on geological and 
engineering data, which have demonstrated with reasonable 
certainty that these reserves are recoverable in future years 
from known reservoirs under economic and operating 
conditions existing at December 31 of the year. Reserves of 
crude oil at Cold Lake are those estimated to be recoverable 
from the existing experimental pilot plants and phases one to 
ten of the Cold Lake production project. 


Crude Oil Natural Gas 
Conventional Cold Lake — Syncrude Total billions of cubic feet 
500 772 217. «1489 1914 
9 89 35 133 130 — 
6 — — 6 526 
1 — 92 93 17 
(43) (33) (14) (90) (109) 
473 828 330 1631 2478 
58 (2) (1) 55 452 
299 _ _ 299 1464 
jain — — 21 58 
(67) (31) (14) (112) (194) 
784 795 315 1894 4258 
(14) 2 (4) (16) (197) 
(30) — _ (30) (173) 
4 am pes 4 135 
(64) (31) (14) (109) (196) 
680 766 297 1743 3827 
477 253 193 923 1564 
431 281 330 1042 2199 - 
724 248 315 1287 3685 
634 209 297 1140 3344 
Crude Oil Natural Gas 
Conventional — Cold Lake ».Syncrude Total billions of cubic feet 
609 947 340 1896 2543 
567 910 472 | 1949 3113 
930 876 458 2264 5087 
855 847 439 2141 4730 


42 


The calculation of reserves of crude oil at Syncrude is 
based on the company’s participating interest in the 
production permit granted in October 1979 and as amended in 
January 1985 and July 1988 by the province of Alberta. 

Net proved reserves are determined by deducting the 
estimated future share of mineral owners or governments or 
both. For conventional crude oil (excluding enhanced oil 
recovery projects), oil from the Cold Lake pilots and natural 
gas, net proved reserves are based on estimated future royalty 
rates representative of those existing at December 31 of the 
year. Actual future royalty rates may vary with production and 
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price. For enhanced oil recovery projects, Syncrude and phases 
one to ten of the Cold Lake production project, net proved 
reserves are based on the company’s best estimate of average 
royalty rates over the life of each project. Actual future royalty 
rates may vary with production, price and costs. 

Reserve data do not include crude oil and natural gas 
discovered in the Beaufort Sea/Mackenzie Delta and the 
Arctic Islands or the reserves contained in oil sands other than 
those attributable to Syncrude, the Cold Lake pilot area and 
phases one to ten of the Cold Lake production project. 

Net proved reserves of crude oil and natural gas decreased 
by 151 million barrels and 431 billion cubic feet respectively. 
Production in 1990 totaled 109 million barrels of crude oil and 
196 billion cubic feet of natural gas or about half of the total 
1990 reserves decrease in oil equivalent barrels. Sales of 
reserves accounted for an additional 30 million barrels of crude 
oil and 173 billion cubic feet of natural gas reserves decrease. 
Revisions to previous estimates due to technical analysis and 
accounting adjustments accounted for the other significant 
change to the reserves base. While exploration continued to 
provide significant additions to conventional oil and gas 
reserves, they were not sufficient to offset the effects of 
divestments and production. 


Natural-gas reserves are calculated at a pressure of 14.73 
pounds per square inch at 60 degrees Fahrenheit. 


PRESENT VALUE OF ESTIMATED FUTURE 
NET CASH FLOWS 


millions of dollars 1990 1989 1988 


Future cash flows $133.0°5.32-176;5 18-221 
Future production and 
development costs 


Future income taxes 


(15 555) (14 893) (12 409) 
(9 156) (6758) (1 988) 


Future net cash flows 12.626; \) 1412553024 
Annual discount of 10 percent for 


estimated timing of cash flows ... (6817) (5967) (2222) 


Discounted future net cash 


S809 S158 6 1 602 


SUMMARY OF CHANGES IN PRESENT VALUE OF 
ESTIMATED NET CASH FLOWS 


millions of dollars 1990 1989 1988 


Balance at beginning of year .... 5158 1602 1 884 
Changes resulting from: 
Sales and transfers of oil and gas 
produced, net of production 
(1027). (643) 
Net changes in prices, 
development costs and 
production costs 
Extensions, discoveries, additions 
and improved recovery, less 
related costs 95 
Purchase (sale) of reserves in place. (558) 2 560 
Development costs incurred during 
the year 208 
Revisions of previous quantity 
estimates 133 176 
226 361 
(2 325) 896 


3.556 (282) 
5.158: -=:1 602 


3686 (1 755) 


(1 178) 
Net change 651 


Balance at end of year 5 809 
The schedules above are calculated using year-end prices, costs, 
statutory tax rates and existing proved oil and natural-gas 
reserves. The value of exploration properties and probable 
reserves, future exploration costs and the company’s interest in 
Syncrude are excluded, as are future changes in oil and gas 
prices and in production and development costs. 

The company does not agree that these calculations 
necessarily represent an accurate estimate of the fair market 
value of the company’s crude-oil and gas properties or of their 
future cash flows. In the company’s opinion, the method of 
calculating the data is not reliable and the values may not 
provide a basis for meaningful analysis. Imperial cautions 
readers about its use. 
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SUPPLEMENTAL INFORMATION 


PRESENTATION OF FINANCIAL STATEMENTS 


The financial statements of the company have been prepared 
in accordance with generally accepted accounting principles 
(GAAP) in Canada. These principles conform in all material 
respects to those in the United States except for the following. 
1989 1988 1987 1986 


millions of dollars 1990 


Net earnings as shown in 
financial statements 
Impact of U.S. accounting 
principles: 
Capitalized interest (1) .... 
Foreign exchange (2) 
Pensions— discount 
rate (6) 
Pensions — workforce 
reduction programs (7) .. 
Deferred income taxes (5) . 


Subtotal (4) 
Adjustments for amounts 
restated under Canadian 
GAAP (3) 
Cumulative effect for: 
Deferred income 
taxes (5) 

Other post-employment 
benefits (3) 

Inventory (3) 


Net earnings under 


Net earnings per share (dollars) 
Under accounting principles of: 
Canada 
United States 
United States — after 
retroactive application (4) 3.10 


2.4, 3.06 
328%! ScZA 


4.59 
4.64 


1.74 
1.90 
2e32, Sell 


G04 e.92 


(1) Interest expense related to major construction projects is 
not required to be capitalized in Canada, as it is in the 
United States. 


(2) Long-term liabilities in foreign currencies have been 
translated at the rates of exchange prevailing on December 31. 
Exchange gains and losses arising on translation of long-term 
debt are amortized over the remaining term of the debt. In the 
United States the practice is to include the gains and losses — 
arising from this translation in earnings for the period in 
which they arise. 


rian 


(3) In 1989, the company changed its method of accounting 
for “other post-employment benefits” to include an annual 
charge to earnings for these benefits with respect to employees’ 
service for the year. In 1986, the company changed its method 
of accounting for inventories of crude oil-at refineries and . 
products from the first-in, first-out (FIFO) to the average-cost 
method. 

Under Canadian GAAP, a change in accounting principle 
is to be applied retroactively and data of prior years are to be 
restated. This resulted in a restatement of earnings of 
$1 million with respect to “other post-employment benefits” 
in 1987, 

In the United States, the retroactive restatement of 
earnings is not allowed, and the cumulative effect on prior 
years’ earnings of the accounting-principle change is to be 
included in net income for the year. The above table reverses — 
the impact of the restatements and shows the cumulative effect 
on prior years’ earnings in the year that the accounting 
principle was adopted. 


(4) This is the pro forma effect of the changes in accounting 
principles described in (3) as if those changes had been applied 
retroactively. 


(5) Effective January 1, 1989, the company adopted Statement 
of Financial Accounting Standards (SFAS) No. 96, 
“Accounting for Income Taxes”, for reporting under U.S. 
GAAP. This requires the calculation of deferred income-tax 
balances on the book versus tax value of assets and liabilities, 
using enacted income-tax rates and legislation. The impact on 
the company’s earnings is described in the schedule. On the 
balance sheet, deferred income taxes would be $1,445 million 
higher at December 31, 1990 than reported under Canadian 
GAAP (1989 — $1,774 million). This would primarily be offset 


by an increase in property, plant and equipment. 


(6) The determination of pension expense and obligation 
under SFAS No. 87, “Employers’ Accounting for Pensions”, 
requires the use of a prescribed year-end settlement rate for 


discounting purposes. This rate was 10.5 percent at 
December 31, 1990 (1989 — 10 percent; 1988 — 10.5 percent). 


_ The discount rate under Canadian GAAP is deemed to be 


equal to the future return on plan assets and was estimated to 
be 8.5 percent for each of the past three years. Because of these 
differences, the-company’s earnings under U.S. GAAP would 
be higher, as noted in the schedule. As well, the projected 
benefit obligation would be approximately $450 million lower 
at December 31, 1990, than reported under Canadian GAAP 
(1989 — $320 million). 
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Additional disclosure required under SEAS No. 87 


millions of dollars 1990 1989 1988 


Pension expense before 1990 
workforce reduction program. 
Current service cost 61 52 41 
Interest cost 175 160 135 
Actual return on plan assets (11) (236) (134) 
Net amortization and deferral 


(134) 5) 193 36 


Pension expense 


Funded retirement plans 
— projected benefit obligation 
— vested benefit obligation 
Unrecorded obligations 
Unrecorded net obligation at 
January 1, 1986 
Unrecorded benefits earned in 
prior years 
Unrecorded net (gain) or loss 


Total unrecorded obligations 


Additional liability regarding 
_ unfunded benefits 
(included in total unrecorded 
obligations above) 80 83 


(7) SFAS No. 88 “Employers’ Accounting for Settlements and 
Curtailments of Defined Benefit Pension Plans and for 
Termination Benefits”, requires the recognition of the portion 
of unrecognized prior service costs related to those involved in 
the workforce reduction program. Canadian GAAP 
additionally requires the recognition of any other unrecognized 
amounts related to those involved in the workforce reduction 
program. Because of this difference, the company’s earnings 


under U.S. GAAP would be higher as noted in the table. 


SIGNIFICANT SUBSIDIARIES AT DECEMBER 31, 1990 (a) 


Atlas Supply Company of Canada Limited 
Beaverhill Resources Limited 

Byron Creek Collieries (1983) Limited 
Cascade Fertilizers (1990) Limited 
Chinchaga Resources Limited 

Devon Estates Limited 

Esso Chemical Alberta Limited 

Esso Resources Canada Limited 

Esso Resources (1989) Ltd. 

Esso Resources Enterprises Ltd. 


Esso Resources N.W.T. Limited 


Esso Resources Ventures Limited 


(a) See page 32, Principles of consolidation. 


Other 
(i) Under U.S. GAAP, the 1986 loss on retirement of 


debentures of $75 million would be reported net of income 
tax credits of $10 million. 


(ii) SEAS No. 95, “Statement of Cash Flows”, requires that in 
a cash flow statement; 


(a) Exploration expenses be included in operating 
activities, 


(b) Dividends paid be included in financing activities; 


(c) The portions of acquisitions that were paid for by 
issuance of shares or debt be excluded from both investing 
and financing activities. In 1989, $79 million of the Texaco 
Canada acquisition was paid for by the issuance of 
Imperial’s common stock. In 1988, $34 million and in 1987, 
$216 million of debt was issued to sellers in other 
acquisitions. 


While these items would not affect the increase or decrease in 
cash on the consolidated statement of cash flows, they would 
have an impact on the individual captions for operating, 
investing and financing activities. 

There were no short-term investments with maturities of 
greater than three months made during 1990 (1989 — nil; 
1988 — nil). There were no short-term borrowings with a 
maturity of greater than three months made during 1990 
(1989 — $863 million; 1988 — nil). These include amounts 
reinvested or borrowed on the maturity of other investments 
or borrowings. 


The Imperial Pipe Line Company, Limited 
Maple Leaf Petroleum Limited 
McCeoll-Frontenac Inc. 

Metro Fuel Co. Ltd. 

Mr. Lube Canada Inc. 

Taglu Enterprises Limited 

Winnipeg Pipe Line Company Limited 
160440 Canada Limited 

165899 Canada Limited 

173150 Canada-Limited 

923726 Canada Limited 


In addition, the company operates a large part of its business under the business names of Esso Resources Canada and Imperial Oil. 
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SHARE OWNERSHIP, TRADING AND PERFORMANCE 


millions of dollars 


Share ownership, Class A and B 

Average number outstanding, weighted monthly (thousands) 
Number of shares outstanding at December 31 (thousands) 
Shares held in Canada at December 31 (percent) 

Total number of shareholders at December 31 (1) 

Number of shareholders registered in Canada 


Shares traded, Class A (thousands) 
Share prices, Class A (dollars) 


Earnings per share (dollars) 
Price/earnings ratio, Class A at December 31 


Dividends 
Total (millions of dollars) (2) 
Per share (dollars) (2) 


(1) Imperial is an affiliate of Exxon Corporation, which owns 
69.6 percent of the company’s shares. 


SHAREHOLDER PROFILE 


Registered (percent) 


Other 
countries Total 


Shareholders of record 


at December 31, 1990 Canada 


GlisssAe 72. 22 614 87.1 12.9 
Glass. B’ 2... 294 Ti ds 28.2 


100.0 
100.0 


190 872 
191 754 
22.6 

22 908 
19 903 


37 154 


67 >/s 
53 44 
58 35/8 


2:58 
ae | 


344 
1.80 


1989 


179 243 
189 694 
22.6 
24344 
2AAGZ 


38 033 


64 1/8 
48 5/8 
64 


2.54 
20.2 


322 
1.80 


1988 ~ 


163 691 
163 703 

Zhe? 
24 953 
21 730 


163 664 
163 674 

21.0 
26 118 
22 805 


41 957 


81 1/2 
48 1/4 
55 5/8 


4.55 
12.2 


270 
1.65 


163 611 
163 646 
22.5 

31 164 

27 485 


38 899 


51 7/s 
34 3/4 
51 1/4 


1.74 
ay Fs, 


262 
1.60 


(2) The fourth-quarter dividend has been paid on January 1 of 
the succeeding year. 
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| QUARTERLY FINANCIAL AND STOCK-TRADING DATA 
1990 : 1989 


three months ended three months ended 
Mar. 31. June 30 ~— Sept. 30 ~——- Dec. 31 Mar. 31. June 30° Sept. 30 ~~ Dec. 31 


Financial data (millions of dollars) 

Total revenues 2662° 22°987.- 3.261 1 978 2 684 2 673 
Total expenses 2603-252 434 25792 1 805 

Unusual items 253 16 (589) _ 


Earnings before income taxes 312 372 (120) 13 
Income taxes 178 (31) 60 


Net earnings | 194 (89) 113 


Segmented earnings 
Natural resources 146 104 
Petroleum products 99 63 
- Chemicals _ 13 
(51) (269) (94) (47) 


Net earnings 194 (89) 144 iz. - 
Debt outstanding 3 176 2.827 4638... 4314 


Per-share information (dollars) (1) 
1.01 (0.46) : 0.84 0.59 
Oa OMB vn os 0.45. 0.45 


Share prices (dollars) (2,3) 
Toronto Stock Exchange 
67 P/s 65 7/8 60 3/8 
53 Ma 5714 54 5/8 
663/s 58 5/8 60 


59 5/s ay. 51 
46 49 1/4 46 1/2 
57 14 50 5/8 50 1/2 


7261) 10224 11734 7935 12-473 8 475 


(1) The average number of outstanding shares included in the (3) Imperial’s shares are listed on the Montreal, Toronto and 
calculation of earnings per share is weighted ona monthly Vancouver stock exchanges and are admitted to unlisted 
basis. As a result, the sum of the quarterly earnings per share . trading on the American Stock Exchange in New York. The 
does not necessarily equal the yearly earnings per share. — symbol on these exchanges for Imperial’s Class A shares is 

IMO.A and for its Class B shares, IMO.B. The high and low 

prices for Class A shares are based on trading on the Toronto 

Stock Exchange and the American Stock Exchange. 


(2) Share prices were obtained from stock-exchange records. 
The number of shares traded is based on transactions on all 
the above stock exchanges. Class B shares generally trade at 
the same price as Class A shares. 
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INFORMATION FOR SHAREHOLDERS AND INVESTORS 


OUR SERVICES TO SHAREHOLDERS 


Imperial strives to provide its shareholders and interested 


investors with a variety of services and informative publications. 


We have dedicated staff to respond to shareholders’ information 
needs and requests for assistance with estate settlements, share 
transfers and dividend cheques. 


FOR MORE INFORMATION 


The annual and interim reports are important sources of 
information for shareholders, and we can provide further 
information on request: 

e “Information for Investors” — a fact book that describes the 
company and its operations in detail. It also includes the most 
current financial information and executive speeches. 

e Form 10K filed with the United States Securities and 
Exchange Commission, which includes additional information 
on the company’s operating performance and projects. 

e “41S —Imperial’s Investor Instant Information Service,” 
which can provide on-line information to those with access to a 
computer. 

For information about publications, shares, dividends or other 
matters, please contact the investor relations manager at the 
company’s head office: 


Imperial Oil Limited 
111 St. Clair Avenue West 
Toronto, Canada M5W 1K3 


Telephone: (416) 968-5076 
Fax: (416) 968-4272 


If you wish access to the computer-based information service, 
please call the investor communications administrator at 


(416) 968-8145. 


THE ANNUAL MEETING 


The annual and special meetings of shareholders will be held in 
the Metro Toronto Convention Centre, 255 Front Street West, 
Toronto, Ontario, Canada on Monday, April 22, 1991, at 

11 a.m. local time. 


How TO TRANSFER SHARES 


To transfer Imperial Oil shares, contact the head office of 
Imperial Oil or the principal offices of our transfer agents, 
Montreal Trust Company in St. John’s, Charlottetown, Halifax, 
Saint John, Montreal, Toronto, Winnipeg, Regina, Calgary and 
Vancouver, and American Transtech Inc., Wall, New Jersey. 


IF YOU MOVE 


Please notify the company’s investor relations manager in 
writing if you have changed your address and mail the 
notification to Imperial’s head office. 


48 


To INCREASE YOUR SHAREHOLDINGS 


The dividend reinvestment and share purchase plan provides 
shareholders with two ways to add to their shareholdings at low 
cost. The plan enables shareholders to reinvest their cash 
dividends in additional shares at five percent less than an 
average market price. Shareholders can also invest between $50. 
and $5,000 per calendar quarter in additional shares at an 
average market price without paying brokerage or other fees. 


DIVIDEND PAYMENTS: 


Imperial has a long record of paying regular dividends to 
shareholders. The registered owner of the shares on the record 
date is paid the dividend, and record dates normally fall in the 
last month of each calendar quarter — that is March, June, 
September and December. The dividend payment date is 
normally the first day of April, July, October and January of the 
following year. For the first quarter of 1991 the record date is 
March 4, and the payment date is April 1. 


INFORMATION FOR SECURITY HOLDERS OUTSIDE 
CANADA 


Cash dividends paid to shareholders resident in countries with 
which Canada has an income-tax convention are usually subject 
to Canadian nonresident withholding tax of 15 percent. The 
withholding tax is reduced to 10 percent on dividends paid to a 
resident of the United States who owns at least 10 percent of 
the voting shares of the corporation. Class B stock dividends 
paid to nonresident holders of Class B shares are subject to the 
same Canadian nonresident withholding tax as cash dividends. 

There is no Canadian tax on gains from selling shares or 
debt instruments owned by nonresidents not carrying on 
business in Canada. : 

Interest paid to nonresidents who are dealing at arm’s 
length with the company, on debt obligations issued after 
June 23, 1975, is not subject to withholding tax if the debt 
obligation is issued for a period of at least five years. Interest 
paid to nonresidents on debt obligations issued before 
June 24, 1975, is generally subject to withholding tax. The 
withholding rate is 25 percent, reduced to 15 percent if the 
recipient is a resident of the United States or another country 
with which Canada has an income-tax convention. 

No estate taxes or succession duties are imposed by the 
government of Canada or provincial governments. 


VERSION FRANCAISE DU RAPPORT 


Pour obtenir la version francaise du rapport de la Compagnie 
Pétroliére Impériale Ltée, veuillez écrire a la division des 
Relations avec les investisseurs, Compagnie Pétroliére Impériale 


Ltée, 111 St. Clair Avenue West, Toronto, Canada M5W 1K3. 
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mperial continues to make a significant contribution to 

Canada’s economy and to its communities, in keeping 

with its vision to be a premier corporation. For 111 years, 

the company has developed this country’s key petroleum 
resources responsibly and efficiently, in every part of the country. 

In the past decade, Imperial has sustained a distinguished 
record of growth, contrary to the trend of much of the 
industry. Since the early 1980s reserves of crude oil have 
doubled and production has more than doubled. Since mid- 
decade, natural-gas production has quadrupled, refining and 
sales volumes have grown by half, and sales of petrochemicals 
have grown by two-thirds. 

Excellence is the hallmark of Imperial’s every endeavor, 
from protecting the environment, to providing quality and 
value in products and services, to enhancing quality of life 
through contributing to education, health, welfare, community 


services, culture and sport. 


More than ever, environmental concerns are a major 
consideration in the way Imperial does business. Company 
policy requires that its activities be conducted with minimum 
environmental disruption and that regulations be exceeded 
whenever the benefits to society justify the cost and our ability 
to compete is not weakened. In 1990 Imperial spent about 
$70 million on facilities and equipment to protect the 
environment. 

The company is committed to being a leading corporate 
citizen that recognizes that social responsibility and business 
responsibility are inseparable. In 1990 Imperial donated more 
than $10 million to worthwhile causes. As well, it initiated a 
Volunteer Involvement Program to support community service 
undertaken by its employees and annuitants. 

Imperial maintains the highest standards of integrity in all 
its business practices. It has had a written code of ethics for 
more than 20 years and reviews its ethical practices on a 
regular basis. 

To maximize the benefit of its activities to Canada’s economy, 
the company pursues an active program to identify and support 
Canadian suppliers. In 1990 more than 80 percent of the goods and 
services it purchased came from Canadian sources. 


Marina Compan Imperial has been 
designated a “caring 
company” by the 
“Imagine” campaign. 


This report is printed 
on 100-percent recycled 
paper and has been 
printed and bound in a 
way that facilitates 
recycling. 
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